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Respondent Laurie Bebo ("Bebo"), by her counsel, files this Response to Milbank Tweed 


Hadley & McCloy LLP's ("Milbank") Motion to Quash Respondent's Subpoena for Documents, 

which was served upon Ms. Bebo on Monday, February 23, 20 1 5  . 1 

INTRODUCTION 

Ms. Bebo's subpoena requested documents with respect to three limited factual 

circumstances ( 1 )  what statements did the Division's witnesses make to Milbank attorneys 

representing the Board of Assisted Living Concepts, Inc. ("ALC" or the "Company") in an 

investigation of the same factual circumstances at issue in this case; (2) on what basis did ALC 

conclude, after the Milbank investigation, that it would take no action in response to what was 

learned through the investigation; and (3) how the handwritten notes she kept in the course of 

her employment-including notes from conversations and meetings that are critical to the 

Division's allegations-were collected, preserved, or destroyed. None of the exaggerated 

rhetoric and vitriol of the brief in support of the motion to quash changes this. 

Milbank asserts all of the requested documents are either privileged, work product 

materials, or both; but has failed to establish all of the requisite elements of either doctrine that 

would absolve Milbank of its responsibility to comply with the subpoena. With respect to the 

claim of attorney-client privilege, ALC has broadly waived any attorney-client privilege over the 

investigation. 2 And even if there could be any reasonable basis to conclude that Milbank 

represented the personal legal interests of any ALC board members in relation to the internal 

investigation-it expressly disavowed any such representation in correspondence to the 

1 Bebo received a courtesy copy via e-mail on Friday, February 20, 2015. However, for purposes of service, service 
was completed when delivered by Federal Express on Monday, February 23,2015. 17 C.F.R. § 201.150(d). 

2 The Division and Ms. Bebo do not agree on much with respect to this case; however, this is one point where the 
parties do agree. See The Division of Enforcement's Response to the Court's Order Regarding Subpoenas to 
Produce, January 20,2015, at 2 (agreeing that "ALC generally waives the attorney-client privilege relating to the 
subject matter of these proceedings."). 
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Division-this privilege would not apply to protect communications with non-clients such as the 


various ALC employees that Milbank attorneys interviewed in the course of the internal 

investigation. 

Milbank's assertion of work product fairs no better. First, Milbank has failed to 

demonstrate that the Company's internal investigation was conducted in anticipation of litigation. 

Given that no litigation was threatened or pending that related to the factual circumstances being 

investigated, and the reliance of ALC's outside auditors on the findings and conclusions of 

Milbank's investigation, the inescapable conclusion is that the documents responsive to the 

subpoena were not prepared in anticipation of litigation. Second, Ms. Bebo can demonstrate a 

substantial need for the witness statements made to Milbank investigators and the unavailability 

of the information from other sources. Third, any privilege, including work product protection, 

was waived when the content of the work product was disclosed to and relied upon by Grant 

Thornton, ALC's outside auditors, and the Division of Enforcement. 

Consequently, Milbank's motion to quash should be denied in its entirety. 

FACTUAL BACKGROUND 

The allegations of the OI P in this case are based on the assertion that three lines in the 

Company's form 1 0-Q's and 1 0-K's for the periods from approximately late 2009 through 20 1 1 

were false or misleading. These three lines-out of hundreds of pages of disclosures and 

financial statement information (none of which is alleged to be incorrect)-stated ALC's opinion 

or belief that it was in compliance with "certain operating and occupancy covenants" contained 

in one operating lease the Company had entered into with an affiliate of Ventas, Inc. ("Ventas"). 

The lease applied to only eight of the approximately 2 1  1 assisted living facilities that ALC 

owned and/or operated. 
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The Division contends that ALC and Ms. Bebo acted improperly when the Company set 


aside rooms at the eight Ventas facilities so they were available for ALC employees that had a 

reason to travel to the area to serve the operations of those facilities. The Division contends that 

this was improper despite the fact that Ms. Bebo discussed this arrangement with Ventas ahead 

of time, and sent correspondence to Ventas confirming ALC's plan to utilize rentals of rooms 

related to employees. 

Although the Division's attempt to convert ALC's interactions with its contractual 

counterparty into a securities fraud case is new, concerns with respect to ALC's dealings with 

Ventas-raised internally at the Company in April and May of 20 1 2-are not new. 3 In fact, they 

are the precise concerns that Milbank investigated for the Company, which ultimately concluded 

that the concerns expressed were unfounded. 

Beginning in May 20 1 2, the Company, through the audit committee of ALC's board of 

directors, retained Milbank to assist the Company in conducting an investigation into the 

concerns raised by the employee's May 20 1 2  letter. Milbank was not retained by the individual 

members of the audit committee to represent the personal legal interests of those members. 

None of the audit committee members could reasonably believe this to be the case. Rather, 

Milbank was retained by the audit committee as an entity in order to serve that committee's 

function on behalf of ALC. Only two of the four members of the committee signed the Milbank 

engagement. (Stippich Affidavit in Support of Bebo's Response to ALC's Motion to Quash, 

March 2, 20 1 5  [hereinafter "Stippich Aff."], Ex. H.) 

3 In April 2012 one of ALC's board members prepared a memorandum that raised concerns about the use of 
corporate rooms allocated for employees for purposes of reporting to Ventas under the lease. Then in early May 
20 12, an ALC employee raised similar concerns in a letter to the chair of ALC's audit committee. Ms. Bebo will 
similarly demonstrate at the hearing, that the concerns were unfounded and that the arrangement with respect to the 
Ventas covenants was well-known among the ALC board, its internal auditors, its legal counsel, its independent 
auditors and other officers in the Company. 
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presentation to the Company's board of directors about its findings and conclusions, so that the 

board could decide what, if any, action the Company should take in response to the findings of 

By July 2012, Ms. Bebo was no longer an officer or director of the Company, and ALC 

determined that it no longer needed the audit committee to oversee the investigation. (Stippich 

Aff., Ex. E.) The entire board thereafter oversaw the Company's investigation, with the 

assistance of Milbank. (Id) As before, it was clear that Milbank did not represent the personal 

legal interests of any particular board member. And no reasonable board member could think 

otherwise. 

As explained later to ALC's independent auditors, the scope of Milbank's investigation 

was limited to the allegations contained in the employee's May 20 1 2  letter to the audit 

committee. (See Subpoena Duces Tecum to Produce Documents to Milbank, Ex. A [hereinafter 

"Grant Thornton Report"]; see also Stippich Aff., Ex. E.) Milbank collected a substantial 

number of documents and electronically stored information. Milbank interviewed various 

company employees about the matter, including Ms. Bebo, Mr. Buono, and various members of 

ALC's finance, operational, and legal personnel .4 (See generally id.) Milbank spoke to 

representatives of Ventas about the matter, who told Milbank that Ventas could not deny that its 

personnel knew about and approved ALC's rental of units related to employees in the Ventas 

facilities. (!d.) 

After approximately four months of investigation, Milbank made a detailed, two hour 

the investigation. (!d. ) The Company, through the board, concluded that it needed to take no 

action as a result of the Milbank investigation. (!d. ; Stippich Aff. , Ex. F at pg. 1 9.) Thus, it 

4 Also reflecting the fact that this was an investigation on behalf of the Company, through the board or audit 
committee, Milbank interviewed board members as part of its investigative process. 
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determined to take no adverse action with respect to Mr. Buono's employment. 5 And it 

determined that none of ALC's prior financial statements or disclosures with respect to the 

Ventas lease needed to be restated. 

The Company and Milbank disclosed these significant details (and other information) 

about the investigation to its independent auditors, Grant Thornton, in connection with their audit 

of the year-end 20 1 2  financial statements. In order to accept the Company's conclusion that no 

restatement of ALC's financial statements or past disclosures was required, Grant Thornton had 

to either conduct its own investigation, or be satisfied that the Company, through Milbank, had 

conducted an appropriately thorough investigation that warranted the conclusion ALC reached. 

Milbank and the board members' involvement in the 20 1 2  audit is also important because 

those interactions clearly demonstrate that Milbank was representing the board in their capacity 

as board members, and that it was the Company 's investigation being run by the board . Thus, for 

example, Milbank told Grant Thornton that it was the Company that held the privilege over the 

investigation and any work product . (Stippich Aff ., Ex. E at 3.)6 When revising a representation 

letter that management would need to sign in connection with the 20 1 2  audit, both Milbank and 

members of the audit committee were comfortable referring to the investigation as the 

Company 's investigation . (Stippich Aff . , Ex . D at 6.) 

Ms. Bebo believes that the Company's investigation resulted in the correct findings-no 

wrongdoing occurred and the Company had a firm basis to calculate the covenants under the 

lease with Ventas in the manner that it did. Ms. Bebo also believes Milbank's investigation was 

5 Indeed it appears based on documentation in the investigative file that Mr. Buono received a salary increase in 
2013, foilowing the Company's internal investigation. Once ALC was purchased by a private equity firm, Mr. 
Buono's employment was terminated without cause. 

6 Grant Thornton notes of a discussion with Milbank state, "It is not the Company's intention to waive WP 
protection." (emphasis added). 
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conducted in an appropriate, thorough manner by experienced attorneys with significant 

expertise in this type of work. 

And Milbank's findings are critically important in this case because the Division has 

premised its case on an alleged misstatement that is one of opinion or belief. Thus , the Division 

must demonstrate both that ( 1 )  there was no objectively reasonable basis for the opinion; and (2) 

ALC and Ms . Bebo did not believe that the statement was accurate. See Virginia Bankshares v. 

Sandberg, 501 U.S. 1 083 ( 1991); Fait v. Regions Fin. Corp. , 655 F.3d 1 05 (2d Cir. 20 1 1 ). 

Consequently, not only are the contemporaneous statements made by witnesses to the Milbank 

investigators of critical importance to Ms . Bebo's case, but the conclusions of the investigation 

itself are important substantive evidence given the standard governing the statements of 

judgment or opinions being challenged here. Importantly, the witnesses' testimony upon which 

the Division relies in the instant prosecution, is inconsistent with the statements those witnesses 

made to Milbank (as reported to the Company's auditors), all of which is highly relevant to these 

proceedings and Ms. Bebo's liability. 

ARGUMENT 

I. 	 Milbank Bears The Burden Of Establishing All The Requ isite Elements Of The 
Attorney-Client Privilege And Work Product Protection. 

The SEC rules of practice provide that a party may request "subpoenas requiring the 

production of documentary or other tangible evidence returnable at any designated time or 

place." 17  C.F .R. § 20 1 .232(a). If the ALJ determines that "compliance with the subpoena 

would be unreasonable, oppressive or unduly burdensome ," the ALJ "can quash or modify the 

subpoena, or may order return of the subpoena only upon specified conditions. 17 C.F .R. § 

20 1. 232( e )(2). The burden is on the movant to show that compliance would be unreasonable, 
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oppressive or unduly burdensome. See Gregory J. Me/sen, CPA , et a/. , Admin. Proceeding File 

No. 3-7998, at 1 (Feb. 2, 1 994). 

To quash a subpoena for otherwise relevant materials on the basis of attorney-client 

privilege or work product, Milbank bears the burden of establishing each element of attorney­

client privilege or work product protection. See Woodmen of the World Life Ins. Soc. v. U.S. 

Bank Nat. Ass'n, No. 8:09CV407, 20 12  WL 354798, at *3 (D . Neb. Feb. 2, 20 1 2); see also 

Putnam Investment Management, LLC, Admin. Proceeding File No. 3- 1 1 3 1  7 {April 7, 2004) at 

2. Similarly, Milbank bears the burden of establishing that a waiver did not occur. See 

Woodman, 20 1 2  WL 354798, at *3. 

II. 	 Notes And Summaries Of Witnesses Interviewed In The Course Of The Milbank 
Investigation Are Not Protected By The Work Product Doctrine (Requests 8 and 9). 

The work-product doctrine is a qualified privilege, stemming from Hickman v. Taylor, 

329 U. S. 495 ( 1  947), that is codified in Federal Rule of Civil Procedure 26(b)(3) as follows: 

(A) Documents and Tangible Things. Ordinarily, a party may not discover 
documents and tangible things that are prepared in anticipation of litigation or 
for trial by or for another party or representative (including the other party's 
attorney, consultant, surety, indemnitor, insurer, or agent). But . . .  those 
materials may be discovered if 

(i) 	 they are otherwise discoverable under Rule 26(b)( 1 ); and 

(ii) 	 the party shows that it has a substantial need for the materials to 
prepare its case and cannot, without undue hardship, obtain their 
substantial equivalent by other means. 

(B) Protection Against Disclosure. If the court orders discovery of those 
materials, it must protect against disclosure of the mental impressions, 
conclusions, opinions, or legal theories of a party's attorney or other 
representative concerning the litigation. 

Fed.R.Civ. P. 26(b)(3)(A), (B). 7 

7 The underlying purpose of the work product doctrine is not even implicated by this case. The limited purpose for 
the judicially created work product doctrine was to prevent a party from unfairly benefitting from the work 
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The party asserting work-product protection has the burden of proving that the materials 


sought are: ( 1 )  documents and tangible things; (2) prepared in anticipation of litigation or for 

trial; (3) by or for a party or by or for a party's representative. Caremark, Inc. v. Affiliated 

Computer Servs. , Inc. , 1 95 F.R.D. 6 1 0, 6 1 3  (N.D. Ill. 2000) (citing 8 Wright, Miller & Marcus, 

Federal Practice And Procedure: Civil 2D § 2024 (1  994)). However, Milbank has not 

established the requisite elements of a work product claim, and Ms. Bebo can demonstrate a 

substantial need for the witness interview notes and memoranda sufficient to overcome any 

assertion of work product. 

A. 	 Milbank has failed to demonstrate that the internal investigation was 
conducted in anticipation of litigation. 

As to the interview notes and memoranda Bebo seeks with Request Nos. 8-9, Milbank 

has made no showing that they were prepared in anticipation of litigation-a fundamental 

requirement of work protection protect. See Care mark, Inc. v. Affiliated Computer Servs., Inc., 

1 95 F.R.D. 6 1 0, 6 1 3  (N .D. Ill. 2000) (citing 8 Wright, Miller & Marcus, Federal Practice And 

Procedure: Civil 2D § 2024 ( 1  994)). The burden was upon Milbank to establish that the witness 

interview documents were prepared in anticipation of litigation, and it failed to make any 

showing of the same in its motion . 

Indeed, courts have not hesitated to conclude that documents do not qualify for work 

product protection where there was no showing that the documents were prepared principally or 

exclusively to assist in anticipated or ongoing litigation. See In re Sealed Case, 146 F.3d 88 1 ,  

performed by its opposing counsel. Westinghouse Elec. Corp. v. Republic of Philippines, 951 F.2d 1414, 1428 (3d 
Cir. 1991) ("[T]he work-product doctrine promotes the adversary system directly by protecting the confidentiality of 
papers prepared by or on behalf of attorneys in anticipation of litigation. Protecting attorneys' work product 
promotes the adversary system by enabling attorneys to prepare cases without fear that their work product will be 
used against their clients."); see also 8 Wright & Miller, Fed. Prac. & Proc. Civ. § 2024 (3d ed.) ("[T]he purpose of 
the work-product rule is not to protect the evidence from disclosure to the outside world but rather to protect it only 
from the knowledge of opposing counsel and his client, thereby preventing its use against the lawyer gathering the 
materials."). 
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887 (D .C. Cir. 1 998) (The work product privilege has "no applicability to documents prepared by 


lawyers" for "nonlitigation purposes.") (internal quotation omitted); United States v. Ad/man, 1 34 

F.3d 1 1 94, 1 202 (2d Cir. 1 998) (As to materials prepared only to aid a client in making a 

business decision, explaining that "even if such documents might also help in preparation for 

litigation, they do not qualify for protection because it could not fairly be said that they were 

created 'because of actual or impending litigation ."); United States v. Gulf Oil Corp. , 760 F.2d 

292, 297 (Temp. Emer . Ct. App . 1 985) (Documents "created primarily for the business purpose 

of compiling financial statements which would satisfy the requirements of the federal securities 

laws" do not constitute attorney work product .) . 

This is no different in the context of internal corporate investigations . For example, In re 

Subpoena Duces Tecum served on Wilke Farr & Gallagher, 1 997 WL 1 1  8369 (S .D.N.Y. Mar. 

14, 1 997) the court held that counsel's report following an internal corporate investigation was 

not work product because litigation was not the "primary motivation" for retaining counsel and 

creating the report, even though a shareholder suit had been filed and the SEC had begun an 

informal inquiry. The court concluded that the company had initiated the investigation to 

address its accounting practices, disclosure practices, and to assure auditor sign-off of financial 

statements . !d. at *2; see also Woodmen of the World Life Ins. Soc. v. U.S. Bank Nat. Ass'n, No. 

8:09CV407, 20 1 2  WL 354798, at *8-9 (D . Neb. Feb. 2, 20 1 2) (finding no work product 

protection where a law firm was retained as an independent investigator into the facts 

surrounding a principal's improper reallocation activities so that the company could credibly 

represent to its clients and to the SEC that the principal's wrongdoing had been remedied). 

In re Leslie Fay Cos. , Inc. Securities Litig. , 1 6 1  F.R.D. 274 (S.D.N.Y. 1 995) is also 

instructive . There, a company retained outside counsel to conduct an investigation to allegations 
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of corporate wrongdoing . The court held that investigative materials were not prepared primarily 


in anticipation of litigation where they were also used "to make decisions on firing responsible 

personnel, to determine the magnitude of the fraud and implement new financial structure, 

organization, report, and internal control systems . .  . .  " Id at 280-8 1 ;  see also In re Kidder 

Peabody Sec. Litig. , 1 68 F.R .D. 459, 465 (S.D.N.Y.l996) (noting that the company in question 

"would have hired outside counsel to perform such an inquiry even if no litigation had been 

threatened" because allegations of wrongdoing "presented [the company] not only with a serious 

legal problem, but with a major business crisis"); United States v. El Paso Co. , 682 F.2d 530, 

542-43 (5th Cir. 1 982) (analysis prepared by counsel with respect to potential contingent 

liabilities for purposes of determining whether they needed to be recognized in company 

financial statements was not prepared in anticipation of litigation). 

In this case, the lack of any litigative purpose driving the Milbank investigation is more 

glaring than in the Wilkie Farr, Leslie Fay, and Kidder Peabody cases . First, Milbank makes no 

attempt to even demonstrate why the materials were prepared in anticipation of litigation. 

Second, the context of Milbank providing detailed summaries of its investigation to ALC's 

independent auditor strongly suggests that the business purpose of obtaining a clean audit, 

determining whether financials needed to be re-stated, or disclosures needed to be modified-the 

same non-litigation related concerns at issue in these cases-was driving the investigation in this 

case. The only ongoing litigation at the time of the investigation, the Ventas lawsuit, did not 

involve the employee leasing issue on which the investigation was based, and the investigation 

continued after the Ventas lawsuit was resolved. In other words, the only actual or threatened 

litigation pending against ALC at the time of the investigation was not the driving factor of the 
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investigation. It is clear that ALC's internal investigation, during and for which Milbank created 

the materials at issue, was not performed for litigation purposes . 

B. 	 Even if the documents reflecting witness interviews constitute wo rk product, 
Ms. Bebo can establish the requisite showing to overcome the work product 
protection. 

The work product doctrine is not absolute. If the party asserting work-product protection 

succeeds in establishing the elements discussed above (which Milbank has not), the burden then 

shifts to the party seeking discovery of work-product material to show substantial need for the 

material and an inability to obtain its substantial equivalent from another source without undue 

hardship. Caremark, Inc. v. Affiliated Computer Servs. , Inc. , 1 95 F.R.D. 6 1 0, 6 1 3  (N. D. Ill. 

2000). If the work-product material sought is pure "opinion" work product that conveys attorney 

mental impressions, as opposed to "fact" work product material, the party seeking its disclosure 

must make a heightened showing of need and unavailability. U.S. S.E. C. v. Sentinel Mgmt. Grp. , 

Inc., Fed. Sec. L. Rep. P 95972, 20 1 0  WL 4977220, at *7 (N.D. Ill. Dec. 2, 20 1 0); see also 

Sentinel Mgmt. Grp. , Inc., 20 1 0  WL 4977220, at *7 (explaining that neither the United States 

Supreme Court nor the Seventh Circuit have identified the precise standard for overcoming 

"opinion" work-product protection). 

1. 	 The notes and memoranda regarding witness interviews constitute 
"fact" wo rk product. 

Notes and memoranda made by attorneys and their agents during an investigation in 

anticipation of litigation that contain factual material are discoverable upon a showing of 

substantial need and unavailability from other sources. See United States v. Clemens, 793 F. 

Supp. 2d 236, 252 (D.D.C. 20 1 1  ) .  Though the work product doctrine recognizes that an 

attorney's interview questions may reveal the attorney's theory or thought processes, and so too 

would his notes of that interview, that concern is not present in all situations. For example, the 
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Second Circuit in In re John Doe Corporation ordered the production of handwritten attorney 

notes taken during the interview of an employee because they did not contain the interviewing 

attorney's mental impressions. 675 F.2d 482 (2d Cir. 1 982). Because " [t]he notes recite in a 

paraphrased, abbreviated form, statements by Employee A relating to events surrounding the 

payment," the court noted that "their production will not trench upon any substantial interest 

protected by the work-product immunity." Id at 493. The court further explained that to "the 

extent that the statements imply the attorney's questions from which inferences might be drawn 

as to his thinking, those inferences merely disclose the concerns a layman would have as well as 

a lawyer in these particular circumstances, and in no way reveal anything worthy of the 

description 'legal theory."' !d. 

This is especially true of notes taken during purely fact-finding interviews conducted by 

attorneys. Clemens, 793 F. Supp. 2d at 254. When an attorney's goal is to "encourage a fairly 

wide-ranging discourse" to learn facts and context before later advising his client based on those 

facts, his work product is factual in nature and subject to disclosure if the requesting party 

demonstrates the requisite need and unavailability. !d. ; see also United States ex rei. Landis v. 

Tailwind Sports Corp., No. 1 : 1  0-CV-00976 (CRC), 20 14  WL 7508 823, at *3 (D.D.C. Jan. 1 2, 

20 14) (ordering production of notes containing "substantially verbatim agent summaries of open-

ended discussions of issues relevant to the criminal investigation"). 

The interview notes and memoranda Ms. Bebo seeks were prepared by Milbank during 

the fact-finding phase of its representation. 

2. 	 Bebo has a substantial need fo r, and cannot obtain a substantial 
equivalent of, the notes and other materials she requests. 

A party seeking discovery of work product materials can demonstrate substantial need if 

the information in the documents is important to the party's case. See generally Estate of Pratt v. 
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Roehl Transp. Inc. , No . 1 2-C- 1  1 5  0, 20 13  WL 4434449, at *2 (E.D. Wis . Aug. 1 5, 20 1 3); see 

also Stampley v. State Farm Fire & Cas. Co. , 23 F. App'x 467, 200 1 WL 1 5 1 8787 (6th Cir. 

200 1)  (unpublished). Put another way, the requisite "need" exists where the work product 

material is central to the substantive claims in litigation . Mandanes v. Madanes, 1 99 F.R.D. 1 3  5, 

1 50 (S .D .N.Y 200 1) .  

Courts have also recognized that requiring the production of witness interview documents 

is particularly appropriate where the factual matters are the same and the statements were made 

when recollections were fresh and before the involvement of a government investigation that can 

impact witness testimony . See In re John Doe Corp. , 675 F.2d 482, 492 (2d Cir. 1 982) . In the 

John Doe Corp. case, the court held that: 

The need for the contents of the interviews is self-evident . Quite apart from the 
truth of the matters asserted therein, which is clearly pertinent, the statements may 
be relevant simply for the fact they were made because they may tend to prove 
what Doe Corp. knew and when it knew it . On that issue, the notes may be the 
only available evidence. . . . Employee B's memory is hazy and other potential 
witnesses have invoked the privilege against self-incrimination . 

I d. , 492, n. 1 0 (2d Cir. 1 982). 

Milbank's investigation on behalf of the Company regarding ALC's compliance with the 

Ventas lease is certainly "central to the substantive claims" in this litigation such that Bebo has a 

substantial need for their disclosure. The allegations in this matter directly overlap with the 

subject of Milbank's investigation. Further, Milbank's interviews took place in 20 1 2  when the 

witnesses' memories were fresh and prior to the Division's investigation. The results of those 

interviews and the investigation more broadly were reported to Grant Thornton in late 20 1 2  and 

early 20 13, as reflected in the auditor's notes of the discussions: 

• 	 The investigation was not able to conclude that ALC calculated the covenants in a 
fashion without the knowledge or approval of Ventas. 

3 1  500205 	 1 5  



• 	 ALC management uniformly believed Ventas knew about and had approved the 
manner in which ALC was calculating the covenants. 

• 	 Ventas could not deny ALC had an arrangement with them on corporate leasing 
of rooms for employees, as described by Ms. Bebo and others at ALC. Ventas 
reported they had spoken to the former Ventas executive that was present on a 
phone call discussing the issue, and the executive, Joseph Solari, was unable to 
deny the ALC's description that he confirmed the understanding. 

• 	 ALC's confirmatory e-mail about the practice was sent to other Ventas executives 
besides Mr. Solari, and no one at Ventas raised any objection to ALC's rental of 
rooms related to its employees. 

• 	 Senior management, Ms . Bebo and Mr . Buono, were "open and transparent to 
auditors on the topic - which units were set aside for which employees ." 

• 	 "Both Bebo and Buono were open and forthcoming on the documentation 
suggests no ill intent by management." 

• 	 There was substantial authority to conclude that the accelerated rent provision of 
the lease with Ventas would be unenforceable under the law governing the lease. 

(Stippich Aff . , Ex . E.) 

Finally, none of the witnesses are available to be deposed in this proceeding prior to the 

merits hearing, and some of the witnesses reside outside the country and will thus not be 

amenable to the subpoena power of the Commission. This supports a finding of substantial need 

and unavailability of the information by other means. See AT&T Corp. v. Microsoft Corp. , No . 

02-0 1 64 MHP (JL), 2003 WL 2 1 2  126 14, at *6 (N .D. Cal. Apr. 1 8  , 2003) (" [I]f the party seeking 

production could elicit the same information through deposition, then the need for the documents 

is diminished, unless there is undue hardship. Undue hardship is demonstrable if witnesses are 

unavailable or cannot recall the events in question."); see also A. F.L. Falck, S.P.A . v. E.A. Karay 

Co., 1 3 1  F.R.D. 46, 49-50 (S.D.N.Y. 1 990) (hardship shown because witness was in Greece); In 

re Vitamins Antitrust Litigation, 2 1  1 F.R.D. 1 ,  4 (D .D.C. 2002) (witnesses asserting their Fifth 

Amendment rights were unavailable). 
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3. 	 Bebo meets the heightened requ irement of need fo r production of 
documents that constitute "opinion" work product. 

Finally, even if this Court finds that the materials Bebo seeks contain "opinion" work 

product, Bebo meets even the heightened standard of substantial need and unavailability 

sufficient to compel production of "opinion" work product. Though the precise standard for 

overcoming "opinion" work product protection is not well delineated by the courts, Ms . Bebo has 

made at least as strong a showing of need and unavailability as litigants in other cases who have 

overcome work production protection for the discovery of "opinion" materials . See, e.g., U.S. 

S.E. C. 	v. Sentinel Mgmt. Grp. , Inc. , Fed. Sec. L. Rep. P 95972, 20 1 0  WL 4977220, at * 9  (N.D. 

Ill. Dec. 2, 20 1 0) (heightened standard met where "witnesses gave lengthy interviews to the SEC 

despite invoking the Fifth Amendment right against self-incrimination as a basis for refusing to 

answer questions at a deposition . . .  . Whatever their motivation, the point is that the SEC has 

been able to interview these witnesses at length to find out what they may testify to at trial, yet 

Bloom has been denied access to them through either an interview or deposition .") . 

III. 	 Documents Relating to Presentations of the Findings of the Investigation to ALC' s 
Board, Independent Auditors, or the SEC Are Neither Privileged Nor Work 
Product Protected (Requests 7 and 10-15). 

Milbank argues that these documents are protected by both the attorney-client privilege 

and the work product doctrine. Neither contention has any merit. 

A. 	 Any attorney-client privilege with res pect to the Company's internal 
investigatio n has been waived by the Company. 

Milbank asserts the attorney-client privilege applies because "Milbank's communications 

with ALC's Board of Directors or its Audit Committee relating to the Company's internal 

investigation were confidential and were made with the purpose of providing legal advice ." 

(Milbank Motion to Quash [hereinafter "Milbank Mot."] at 9; see also id. at 1 0.) However, that 

is irrelevant because any attorney-client privilege that might have existed over communications 
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that fall under these requests has been waived by ALC, the holder of the privilege. Specifically, 

ALC waived its attorney-client privilege with respect to communications occurring between 

January 1 ,  20 12  and March 14, 20 1 3  between ALC Executives (defined to include members of 

the Board) and Milbank regarding the internal investigation, among other things. (Stippich Aff ., 

Ex . G.) 

Milbank is wrong to argue that ALC's waiver does not apply to these communications 

because Milbank represented the ALC Board of Directors and its Audit Committee, and not the 

Company, with respect to these communications. Milbank represented Assisted Living 

Concepts, Inc., its Audit Committee, and its Board of Directors as a whole with respect to ALC's 

internal investigation in 20 1 2- 1 3  regarding the lease disclosures made by ALC . (See, e.g, 

Stippich Aff . , Ex . B (wherein Milbank describes the scope of its engagement with ALC by 

stating that "our representation of the Company is limited to the specific matters brought to our 

attention by the Company from time to time . .  . .  "); Stippich Aff . , Ex . C (August 1 ,  20 1 2  draft rep 

letter from ALC to its auditor, Grant Thornton, in which it says that "under the direction of the 

Company's Audit Committee, the Company is involved in an investigation of certain mattes 

associated with the Ventas lease covenants ."); Stippich Aff . , Ex . D at pg. 6 (November 2, 20 1 2  

email from Milbank attaching its revisions to ALC's draft management rep letter in which ALC 

refers to the investigation as "[t]he Company's investigation.") To be sure, in discussing with 

Grant Thornton its conclusions from the internal investigation, Milbank stated that it is the 

company's decision with respect to privilege over the investigation. (Stippich Aff . , Ex . E.) 

This is consistent with the law of corporate privilege. A corporation can only act through 

its agents and representatives and, accordingly, can only seek legal advice and services through 

its officers and directors . Management's role in obtaining and directing legal services does not, 
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however, mean that the corporation 's privilege belongs to individual officers and 

directors. Commodity Futures Trading Comm 'n v. Weintraub, 47 1 U.S. 343, 349 (1  98 5); In re 

OPM Leasing Services, Inc., 670 F.2d 383, 386 (2nd Cir. 1 982).  

Even if it  were the case that privileges existed between Milbank and the Board and 

Milbank and the Audit Committee, the company to which the Board and the Audit Committee 

were fiduciaries would share that privilege. Nat'! Union Fire Ins. Co. v. Cont'l Illinois Grp. , No. 

85 C 7080, 1 987 WL 4806, at *2 (N.D. Ill. May 1 ,  1 987) ("The fiduciary theory stems from the 

position of trust that one party holds for another, such as corporate directors for the corporation 

and its shareholders . .  . . Courts will in effect impose the party to whom the fiduciary duty is 

owed on the fiduciary's lawyer (make him a joint-client) in order to protect that party from 

disadvantage although the fiduciary's lawyer never formally represented him."); see also Glidden 

Co. v. Jandernoa, 173 F .R.D. 459, 478, 1 997 WL 34 1789 (W .D. Mich. 1 997). The documents 

and communications Milbank had with fiduciaries of ALC must be shared with ALC, and ALC 

has waived privilege over those communications. 

Alternatively, if Milbank's position is that it represented the ALC directors and 

committee members in their individual, personal capacities, then any communications Milbank 

had with any other ALC employees are not privileged because they would be non-client 

communications . 

B. The wo rk product doctrine does not apply or has been waived. 

For the reasons stated above, none of the documents prepared by Milbank in the course of 

its investigation were prepared in anticipation of litigation and the work product doctrine does 

not apply in toto . However, the work product doctrine also does not apply to requests 1 1  - 1 5  

because any work product protection that might have existed over those documents has been 
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waived . These requests specifically seek documents that were used, distributed, or relied upon in 

briefing third parties, such as the Company's independent auditors and the SEC . 

When a party or its counsel discloses work product to a third party with whom it is not 

allied in interest and does not have a common litigation objective, the protection of the work 

product doctrine is waived. See Medinol, Ltd v. Boston Scientific Corp., 2 1  4 F.R.D. 1 1  3, 1 1  5 

(S.D.N.Y. 2002). In Medinol, the defendant company, Boston Scientific, shared with the 

company's independent auditor, Ernst & Young, material it considered attorney work product 

including minutes of the Special Litigation Committee meetings . !d. The court held that this 

disclosure waived work product protection because "[a]s the outside auditor, Ernst & Young's 

interests were not necessarily united with those of Boston Scientific; they were independent of 

them. Moreover, the sharing by Boston Scientific's lawyers of selected aspects of their work 

product, although perhaps not substantially increasing the risk that such work product would 

reach potential adversaries . . .  did not serve any litigation interest, either its own or that of Ernst 

& Young, or any other policy underlying the work product doctrine." !d. at 1 1  6. 

The same is true of disclosures made to the SEC. See, e.g. In re Sealed Case, 676 F.2d 

793, 822-23 (D.C. Cir. 1 982) (finding waiver of work product privilege when company 

voluntarily disclosed material to the SEC). The court in In re Sealed Case also declined to hold 

that productions made to the SEC represent a "limited waiver" of work product protection 

because a party must, in order to limit waiver, identify the material as to which it claims 

protection at the time it submits that material. In re Sealed Case, 676 F.2d at 822-23; see also In 

re Steinhardt Partners, L. P., 9 F.3d 230, 235-36 (2d Cir. 1 993) (trader's submission of legal 

memorandum to the SEC waived work product immunity); Westinghouse Elec. Corp. v. 

Republic of the Philippines, 95 1 F .2d 14  14, 1428-30 (3d Cir. 1 991)  (disclosures to the SEC and 
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Department of Justice during investigations waived protections of both attorney-client privilege 

and attorney work-product doctrine); Schultz v. Talley, 1 52 F.R.D. 1 8  1 ,  1 8  5 (W.D.Mo. 1 993) 

(disclosure to state attorney general investigating college waived work product immunity). 

The materials over which Milbank seeks to assert work product protection in requests 1 1  ­

1 5  have been shared with Grant Thornton and the SEC, neither of which is allied in interest with 

or has the same litigation objective as Milbank's client. Milbank has therefore waived any work 

product protection that might have applied. 

IV. 	 Underlying Facts are Not Protectable by Either The Atto rney-Client Privilege or the 
Work Product Doctrine. 

As to Bebo's Request Nos. 1-6, which ask for documents related to the collection, 

perseveration, transfer, and disposition of Bebo's notepads, board books, and other documents, 

Milbank objects on the grounds that the requests encompass material protected by both attorney-

client privilege and work product. 

Bebo requests this information because she believes several of her notepads and other 

similar materials have been improperly withheld from production, and if destroyed, then the 

same should be admitted. Her document requests on this topic specifically target the facts 

related to the collection and disposition of the materials enumerated in her requests; the who, 

what, when, where, and how of the collection process are all facts which are not protectable by 

either the attorney-client privilege or the work product doctrine. See Upjohn Co. v. United States, 

449 U.S. 383, 395 -96 (holding that the attorney-client privilege only protects disclosure of 

communications, not disclosure of underlying facts); Resolution Trust Corp. v. Dabney, 73 F.3d 

262, 266 (1Oth Cir. 1995) (finding the work product doctrine does not protect facts concerning 

the creation of work product or facts contained within the work product); Craig v. 0'Charley's 
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Rest. Props. LLC, No. 3 :  09-CV-1 87, 20 1 0  WL 725574 (W .D. Ky. Feb. 25, 20 1 0) ("The work-

product doctrine does not protect facts contained within the work product ."). 

V. 	 The Subpoena Requests Are Narrowly Tailored Such That Milbank's Compliance 
Will Require Minimal Effo rt. 

The documents Bebo requests cannot be obtained from other sources and her requests 

have been narrowly tailored in order to limit as best as possible any burden on Milbank to 

produce response documents. Milbank's concerns about the breadth of Bebo's requests are 

overblown. Bebo seeks basic and limited information on three topics . 

First, Bebo seeks factual information about how two categories of hard copy documents 

were collected or disposed of : Bebo's notepads and her board books . See Subpoena Duces 

Tecum Request Nos. 1-6. Bebo does not seek broad-based discovery as to the volumes of 

documents Milbank may have collected as part of its investigation. It should not be difficult for 

Milbank to find and produce the relevant documents. 

Second, Bebo seeks disclosure of facts told by witnesses to Milbank in their interviews as 

part of the internal investigation. Again this is limited in scope , and should entail minimal 

burden on Milbank. 

Third, Bebo seeks the basis of the Board of Directors' conclusion that ALC's employee 

leasing practice entailed no wrongdoing . Bebo carefully framed these requests for presentations 

to the Board or third parties such as Grant Thornton in order to pinpoint the limited set of 

materials that would contain that information. 

CONCLUSION 

Milbank has failed to meet its burden to establish that the documents sought are protected 

from disclosure by privilege or work product or that the requests are unreasonable, oppressive or 
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unduly burdensome. Based on the foregoing, Bebo respectfully requests an order denying 

Milbank's Motion to Quash. 

Dated this 2nd day of March, 20 1 5 .  

REINHART BOERNER VAN DEUREN S.C.  

Counsel for Respondent Laurie Bebo 

WI State Bar No.:  

Ryan S. Stippich 
IL State Bar No.: 
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Respondent Laurie Bebo ("Bebo"), by her counsel, files this Response to Assisted Living 


Concepts, LLC's ("ALC") Motion to Quash or Modify Respondent's Subpoenas for Documents. 


BACKGROUND 

The Securities and Exchange Commission (the "SEC") instituted these proceedings 

against Bebo (and co-Respondent John Buono, C PA )  on December 3, 20 1 4. (See Order 

Instituting Public Administrative and Cease-and-Desist Proceedings Pursuant to Sections 4C and 

21 C of the Securities Exchange Act of 1934 and Rule 1 02( e) of the Commission's Rules of 

Practice (the "OI P")). Given the requirement that the ALJ issue an initial decision not later than 

300 days from service of the OI P, Bebo is currently attempting to build her defense via the 

limited discovery permitted by the Commission's Rules of Practice. As such, on January 14, 

20 1 5  , Bebo requested the issuance of a subpoena duces tecum to her former employer, ALC. 

(Bebo Request for Issuance of Subpoenas Duces Tecum, Jan. 14, 20 1 5.) The ALJ issued the 

subpoena, in part, and with some modifications. (See Order on Request for Issuance of 

Subpoenas, Jan. 23, 2015.) 

On February 4, 20 1 5  , Bebo renewed her request for two of the categories struck from the 

initial subpoena in a supplemental subpoena. Categories seven and eight of the initial subpoena, 

seeking Bebo's telephone records from 2008 to 20 1 2, were struck and the ALJ stated that there 

was "no apparent relevance to these documents, and the request is overbroad, because it 

presumably seeks a large number of telephone records irrelevant to the OI P." (Id at 2.) Bebo's 

supplemental subpoena renews these two requests but drastically limited the time frame, from a 

four and a half year period to an approximately seven month window. (See Supplemental 

Subpoena, at 3, �� 1 -2.) Further, Bebo also provided a statement describing the relevance of the 

requested telephone records with her supplemental subpoena request. This statement addresses 

the three critical time frames (totaling seven months) and explains the relevance of the phone 
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records for these time periods. The ALJ granted Bebo's request for issuance of a supplemental 

subpoena to ALC on February 5 ,  20 1 5. 

The parties briefly discussed compliance with the subpoena after its service. Counsel for 

ALC requested that Bebo provide a list prioritizing her requests. (Affidavit of Ryan S. Stippich, 

� 2, Ex. A at 5.) Bebo did prioritize its requests and sent that list via email on February 5, 20 1 5. 

(Id. at Ex. A at 3-4.) After Bebo sent the list, however, ALC and Bebo were unable to schedule a 

conference to further discuss the subpoenas due to scheduling conflicts. (Jd. at 1 -3.) 

1Bebo was served with ALC's Motion to Quash on Monday, February 23, 20 1 5. Later 

that day, counsel for ALC and Bebo had a telephone conversation to discuss various issues 

related to the subpoena and counsel to Bebo made several proposals in an attempt to reduce the 

burden on ALC in complying. (Stippich Aff. � 3.) ALC and Bebo were able to agree on some of 

ALC's requested modifications to the subpoena. However, there are certain issues that ALC and 

Bebo were unable to resolve. The unresolved requests, seeking internal investigation documents, 

Milbank communications and Bebo's telephone records, should not be quashed because ALC has 

failed to demonstrate that the documents requested are protected by the attorney-client privilege, 

or that the requests themselves are unreasonable, oppressive or unduly burdensome. 

LEGAL STANDARD 

The SEC rules of practice provide that a party may request "subpoenas requiring the 

production of documentary or other tangible evidence returnable at any designated time or 

place." 17  C.F.R. § 20 1 .232(a). If the ALJ determines that "compliance with the subpoena would 

be unreasonable, oppressive or unduly burdensome," the ALJ "can quash or modify the 

subpoena, or may order return of the subpoena only upon specified conditions. 17 C.F.R. § 

1 Bebo received a courtesy copy via e-mail on Friday, February 20,2015. However, for purposes of service, service 
was completed when delivered by Federal Express on Monday, February 23,2015. 17 C.F.R. § 201.150(d). 
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201.232(e)(2). The burden is on the movant to show that compliance would be unreasonable, 

oppressive or unduly burdensome. See Gregory J. Me/sen, CPA, et a/. , Admin. Proceeding File 

No. 3-7998, at 1 (Feb. 2, 1 994). 

I. 	 BEBO AND ALC'S RESOLUTION OF CERTAIN ISSUES RAISED IN ALC'S 
MOTION TO QUASH OR MODIFY THE RESPONDENT'S SUBPOENAS. 

A. 	 Bebo Agreed to Modify the Subpoena to Allow Additional Time fo r 
Compliance. 

ALC requested a modification to a number of the requests to allow ALC additional time 

to search for and compile responsive documents. After discussing impediments to ALC's search 

(such as the large number of documents and their storage on backup tapes) with ALC's counsel, 

Bebo is amenable to extending ALC's time for compliance to March 16, 20 1 5 .2 It is Bebo's 

understanding that ALC is agreeable to complying with Requests No. 1 -6, 1 1  -13, and 21 by 

March 16, 2015 and there are no other outstanding issues relating to these specific requests. 

B. 	 Bebo Agrees to ALC's Modification to Allow It to Respond to Requests 
Numbered 2 and 3 by Affidavit. 

Bebo has requested documents : (a) sufficient to identify the chain of custody of Bebo's 

notepads and board books after she ceased to be an ALC employee; and (b) documents referring 

to or relating to the current location of any of Bebo's handwritten notes . (Subpoena, Request 

Nos. 2, 3.) ALC requested a modification to allow it to respond to these two Requests via 

affidavit. Bebo is amenable to allowing this modification in lieu of production of documents 

provided that the affidavit provides a full and complete response to the Requests. 3 

2 The extension to March 16, 20 1 5  is acceptable to Bebo only if compliance with the subpoena requests will be 
completed by this date. A rolling production beginning on this date is unacceptable as she would be severely 
prejudicial to Bebo and her ability to make use of documents in the production. The Prehearing Scheduling Order set 
a March 26, 20 15 deadline for the exchange of pre-marked exhibits. Bebo needs time to review the ALC production 
and incorporate such documents into her exhibit list. 

3 ALC produced an initial response to the subpoena on February 24, 20 1 5  that contains a statement from ALC's 
counsel responsive to Request No. 3. Bebo will, of course, need information in a form that could be admissible as 
evidence at the hearing in this matter such as a declaration or affidavit. 
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C. 	 Bebo Agrees to Modify Request Number 24 to Limit Her Inspection of the 
Boxes to a Subset List that will be Prov ided to ALC. 

Bebo requested inspection of the 380 boxes of hard copy ALC documents possessed by 

ALC's counsel. (Subpoena, Request No. 24.) ALC contended that this would pose a significant 

cost on ALC. As such, in order to reduce this burden, Bebo agreed to provide a list of a subset of 

boxes to ALC that she will be able to inspect. Bebo is agreeable to this modification, subject to 

Bebo's ability to determine what boxes she reasonably believes may contain material relevant to 

the allegations in the OI P or Bebo's defenses. 

II. 	 UNRESOLVED ISSUES RAISED BY ALC IN ITS MOTION TO QUASH. 

A. 	 ALC Should Produce Bebo's Hard Copy Board Materials Or Identify The 
Bates Range Where They Are Located In the Millions of Pages of Documents 
in ALC's SEC Production . 

Bebo requested copes of all hard copies of board materials provided to Bebo during her 

employment at ALC. (Subpoena, Request No. 26.) The basis for her request is the fact that it 

appears a vast number of the binders containing her board books and notes regarding board 

meetings are missing and/or have not been produced. In its motion to quash or modify, ALC 

asserts that all of the board materials that ALC has (including those provided to other board 

members) have been produced to the SEC. (ALC Mot. at 1 3  .) ALC's motion attaches a multi-

page chart of those materials, and contends that Ms. Bebo can find any of her personal board 

materials somewhere within those tens of thousands of pages of other materials. (ALC Mot. at 

Ex. 7) ALC also indicates that it produced Ms. Bebo's board materials in early 20 14, but again 

those materials were apparently produced as a subset of voluminous production of other 

materials, with no reasonable ability for Ms. Bebo to distinguish between her purported board 

materials and anyone else's. Consequently, ALC should be required to either produce Ms. Bebo's 

board materials separately in response to the subpoena or simply identify the much smaller sub­
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set of bates ranges where they can be located. Either option would impose minimal burden upon 

ALC. 

B. 	 The Requests fo r Internal Investigation Materials are not Duplicative and 
ALC is the Appropriate Party to Provide These Materials. 

Bebo requested that ALC produce documents (1)  supporting the conclusion of the 

internal investigation and the Board's determination to not take further action; (2) documents 

relating to interviews of witnesses in connection with the internal investigation; and (3) 

documents related to any conclusions of the internal investigations, including presentations 

(collectively, "internal investigation materials"). (Subpoena, Requests 1 8-20.) ALC asserts two 

grounds for refusing to produce the internal investigation materials . The first is that the requests 

are duplicative because the internal investigation materials have already been produced to the 

SEC. The second contention is that these documents can be more efficiently obtained from 

Milbanlc 

1. 	 ALC Has Failed to Demonstrate that the Requests are Duplicative. 

ALC acknowledges that it received an SEC subpoena requesting "[a]ll documents 

relating to any internal investigation regarding the conduct of Laurie Bebo or John Buono or 

regarding any information provided to Ventas ." (ALC's Mot. at 7.) Further, ALC quotes the 

SEC's Response to the Court's Order regarding Subpoenas to Produce, which in which the SEC 

states that the SEC has produced all documents it received from, among others, ALC, to Bebo. 

(ALC's Mot . , Ex . I ,  � 2.) However, the SEC's response also states that "it believes that its files 

contain, and that it produced to Bebo, at least some documents responsive to the following 

requests: (a) ALC Subpoena paragraphs 1 5, 1 6, 1 7, 20, and 26. " (Id , 1J 3.) It appears that the 

SEC does not believe it received documents response to Requests 1 8  and 1 9, which are also at 

issue. Further, based on Bebo's review of the SEC's production, Bebo has not seen the documents 
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relating to the internal investigation. The SEC's response supports Bebo's contention that ALC 

and/or Milbank have not produced all of the internal investigation materials to either the SEC or 

Bebo. ALC has failed to show that the requests for internal investigation materials are 

duplicative and, as such, its request to quash the requests on the grounds of duplication should be 

denied. 

2. 	 ALC, as the Holder of the Atto rney Client Privilege, is the Proper 
Party to Review and Produce These Materials. 

It is undisputed that ALC has agreed to a general waiver of the attorney-client privilege 

over certain documents, as confirmed by ALC's counsel in a February 4, 20 14  letter to the SEC. 

(ALC's Mot., Ex. 4.) With respect to the internal investigation, the waiver letter provides that: 

ALC agrees to waive its attorney-client privilege with respect to communications 
. . .  between ALC directors or officers ("Executives"), on the one hand, and ALC's 
legal counsel, on the other hand ... that relate to (i) the leasing of units in [V entas] 
facilities to employees or others ... (ii) whether Employees could be included as 
occupants for purposes of occupancy covenant calculations under the terms of the 
[Ventas lease], (iii) whether revenue associated with occupancy by Employees 
could be included in the coverage ratio calculations under the Ventas Lease, or 
(iv) any disclosures ALC made or contemplated making in Commission filings 
regarding its compliance with the Ventas Lease covenants. 

That, of course, is a description of exactly what Milbank investigated on behalf of the Company 

and as overseen by the Company's board of directors. 

In its motion, ALC acknowledges that ALC contends that, consistent with this waiver, it 

has produced documents to the SEC related to the internal investigation. This production waives 

any argument of privilege on the internal investigation materials, which ALC does not appear to 

contest. Indeed, there are thousands of pages in the SEC's production reflecting communications 

between Milbank and ALC management and board members. 

However, the critical documentation reflecting witness statements made to Milbank and 

documents reflecting the findings of the investigation as reported to the board, outside auditors, 
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investigation would be easily obtained, non-voluminous , and could be produced by ALC with 

and the SEC remains withheld by both ALC and Milbank-otherwise they would not have filed 

motions to quash the subpoenas specifically requesting those documents. Production of these 

materials would obviously not be duplicative of the earlier productions related to the internal 

investigation. Moreover, any witness interview notes or memoranda related to the internal 

minimal burden. 

Given the minimal burden, ALC should not be able to defer to Milbank, with Milbank 

pointing the finger back at ALC. 4 ALC, as the holder of the privilege, is the appropriate party to 

review and produce these documents. Formax Inc. v. Alkar-Rapidpak-MP Equip. Inc., No. 1 1  -C­

029 8, 20 1 3  WL 2368 824, at * 1  (E.D. Wis. May 29, 20 1 3) ("the attorney-client privilege belongs 

to the client, who alone may waive it. "). ALC has provided a clear statement on the scope of its 

waiver, prepared by its counsel, and as the holder of the privilege, it should be the party to 

review and produce documents that fall within the scope of that waiver. To require Milbank, who 

is not the holder of the privilege and did not determine the scope of the limited waiver, to 

determine what falls under ALC's waiver of privilege seems to have it backwards. 

C. 	 The Communications Between Milbank and the ALC Board of Directo rs 
Related to the Internal Investigation are Not Privileged. 5 

Bebo requested that ALC produce certain email communications between Milbank and 

the ALC board of directors. (Subpoena, Request No. 25.) While Bebo is certainly not arguing 

that administrative proceedings generally do not protect attorney-client privileged documents, 

the requested documents sought by this request are not privileged. ALC asserts that these 

4 Bebo does not, frankly, care which party produces the requested documents as long as they are produced. But 
given that the narrowly circumscribed requests targeted at witness interview notes and statements and documents 
otherwise reflecting the findings of Milbank and the Company, both parties may be ordered to produce the materials. 

5 Whether communications between Milbank and ALC's former directors are privileged is discussed in further detail 
in Section III of Respondent's Response to Milbank's Motion to Quash, filed concurrently with this brief. 
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communications are privileged based on a purported privilege held by the former Board of 


Directors of ALC . To quash a subpoena for otherwise relevant materials on the basis of attorney­

client privilege or work product, ALC bears the burden of establishing each elements of 

attorney-client privilege or work product protection. See Woodmen of the World Life Ins. Soc. v. 

U.S. Bank Nat. Ass 'n, No . 8:09CV407, 20 12  WL 354798, at *3 (D . Neb. Feb. 2, 20 1 2); see also 

Putnam Investment Management, LLC, Admin. Proceeding File No. 3- 1 1  3 1 7  {April 7, 2004) at 

2. Similarly, ALC bears the burden of establishing that a waiver did not occur. See Woodman, 

20 12  WL 354798, at *3 .  

As noted above, ALC has agreed to a waiver of privilege on certain categories of 

documents, including documents related to Milbank's internal investigation. ALC cannot argue 

that its waiver does not apply to the communications between Milbank and the Board simply 

because Milbank represented the ALC board and its audit committee in their fiduciary 

capacity-i.e., in order so that they could make decisions on behalf of the Company about 

whether to take employment action, restatement financial statements, or change Company 

disclosures as a result of the investigation. 

This contention is addressed in more detail in Bebo's response to the motion to quash 

filed by Milbank that asserted similar grounds, which Bebo incorporates here by reference. (See 

Bebo's Resp. to Milbank's Motion to Quash at Section III.) Bebo will also summarize the key 

points here. First, there is no reasonable basis for the post hoc assertion that Milbank was 

representing the directors' personal, individual interests in connection with the Company's 

internal investigation . It is clear from contemporaneous documents that Milbank represented 

ALC, its Audit Committee, and its Board of Directors as a whole with respect to ALC's internal 

investigation. See, e.g, (Stippich Aff . , � 4, Ex . B.) (August 2, 20 1 2  letter from Milbank to Grant 
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Thornton describing the scope of its engagement with ALC by stating that "our representation of 

the Company is limited to the specific matters brought to our attention by the Company from 

time to time . . . .  "); (Stippich Aff. ,  � 5, Ex. C.) (August 1 ,  20 1 2  draft rep letter from ALC to its 

auditor, Grant Thornton, in which it says that "under the direction of the Company's Audit 

Committee, the Company is involved in an investigation of certain mattes associated with the 

Ventas lease covenants."); (Stippich Aff.,  � 6, Ex. D at pg. 6.) (November 2, 20 1 2  email from 

Milbank attaching its revisions to ALC's draft management rep letter in which ALC refers to the 

investigation as " [t]he Company's investigation.") Milbank further confirmed its representation 

of ALC as a company in discussing with Grant Thornton its conclusions from the internal 

investigation, where Milbank stated that it is the company's decision with respect to privilege 

over the investigation. (Stippich Aff., � 7, Ex. E at 3.) 

Thus, the Company had the ability to waive the privilege over communications with 

directors related to the investigation, which it did. This is consistent with the law of corporate 

privilege. A corporation can only act through its agents and representatives and, accordingly, can 

only seek legal advice and services through its officers and directors. The Board's role in 

obtaining and directing legal services does not, however, mean that the corporation 's privilege 

belongs to individual officers and directors. Commodity Futures Trading Comm 'n v. 

Weintraub, 47 1 U.S. 343, 349 ( 1  985); In re OPM Leasing Services, Inc., 670 F.2d 383, 386 (2nd 

Cir. 1 9  82). 

Even if it were the case that a privilege existed between Milbank and the Board and 

Milbank and the Audit Committee, the company to which the Board and the Audit Committee 

were fiduciaries would share that privilege. Further, privity under a fiduciary contract allows a 

party, here ALC, control the fiduciary's attorney-client communications. Nat'/ Union Fire Ins. 
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Co. v. Cont 'l Illinois Grp. , No. 85 C 7080, 1 987 WL 4806, at *2 (N.D. Ill. May 1 ,  1 987) ("The 

fiduciary theory stems from the position of trust that one party holds for another, such as 

corporate directors for the corporation and its shareholders . . . .  Courts will in effect impose the 

party to whom the fiduciary duty is owed on the fiduciary's lawyer (make him a joint-client) in 

order to protect that party from disadvantage although the fiduciary's lawyer never formally 

represented him."). The documents and communications Milbank had with fiduciaries of ALC 

must be shared with ALC, which entitled ALC to waive privilege over those communications (as 

they relate to Milbank's internal investigation) as it has done with the limited waiver. 

Finally, to the extent that certain communications between Milbank and the individual 

directors were privileged and not subject to ALC's waiver, ALC cannot claim that these 

communications, as a whole, are privileged. The more likely case is that most of the documents 

would not be privileged as relating to the director's personal affairs, and the burden would be on 

Milbank and/or the directors to show which specific communications fall under this narrow 

privilege. See Glidden Co. v. Jandernoa, 1 73 F.R.D. 459, 478, 1 997 WL 34 1 789 (W.D. Mich. 

1 997) ("Absent a substantial factual showing, the presumption is that communications to 

corporate counsel were in the course of the corporation's business rather than the officer's 

personal affairs."). Given that the privileged nature of the communications would be the 

exception to the rule, ALC should not be entitled to quash this request based on an assertion of 

privilege without demonstrating that the documents are actually privileged. 

D. 	 ALC should be Required to Conduct a Reaso nable Attempt to Locate the 
Requested Telephone Reco rds . 

Bebo's supplemental subpoena requests seek telephone records for Bebo's office land line 

and cell phone over a seven month period. Bebo's supplemental requests for phone records were 

reduced in scope to accommodate the ALJ's concerns that the requests were overbroad. (Order 
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on Request for Issuance of Subpoenas, Jan. 23, 20 1 5  , at 2.) In addition to narrowing the time 

frame for the request, Bebo provided, as part of its request for issuance, a detailed discussion of 

the relevance of the telephone records. Specifically, the time frames cover three specific events 

critical to the OI P and Bebo's defense: (1)  February-March 2009 when Bebo sought advice of 

counsel regarding rental of rooms for employees at the Cara Vita facilities and Bebo's discussion 

with Ventas regarding the potential rentals for employees; (2) July-August 20 1 1 during which 

time ALC was responding to the SEC comment letter and Bebo sought the advice of counsel 

regarding ALC's response; and (3) March-May 20 12, when, according to the OI P, the purported 

scheme unraveled and Bebo had multiple discussions with board members regarding the leasing 

of rooms for employees. 

The standard of relevance in administrative proceedings is very broad, it does not hinge 

on admissibility and the documents requested only need to appear to be reasonably calculated to 

lead to the discovery of admissible evidence. Gregory M Dear love, CPA , Admin. Proceeding 

File No . 3- 1 2064 (Jan. 9, 2006) at 2 (noting that the " [w]hen admitting evidence at an 

administrative hearing before the Commission, the standard of "relevance" is very broad" and 

that "[t]he standard of relevance is even broader when it comes to document subpoenas .") 

Despite the broad standard of relevance and Bebo's detailed statement on the relevance of 

the requests, ALC asserts that these documents "can only confirm the existence of the phone 

calls ." (ALC Mot . at 1 4.) However, as Bebo's counsel has already explained to ALC, this is 

exactly one of the reasons that Bebo is requesting these records. There has been conflicting 

testimony about each of these events and, as such, they require corroboration. For example, there 

is conflicting testimony as to whether, and to what extent, Bebo sought and received advice from 

counsel regarding the SEC comment letter. Phone records from the July - August 20 1 1  time 
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period would show the number and duration of Bebo's conversations with Quarles & Brady. 

While the phone records obviously will not provide the substance of the calls, they will support 

the extent that conversations occurred. These records are critical given that there will be 

witnesses that will not appear at the hearing or cannot be subpoenaed for the hearing. As such, 

whether and to what telephone calls occurred would support Bebo's testimony that certain 

discussions occurred and this may be the only corroboration she will be able to get in these 

proceedings. 

ALC also asserts that it would be unduly burdensome to obtain these documents. During 

the phone conference between Bebo and ALC, Bebo suggested that ALC, rather than searching 

for this information in its backup tapes, request the records from its telephone providers. ALC 

claims that it does not know who the providers were and its motion to quash states that ALC 

"experienced a near complete turnover of relevant personnel in the intervening years." (ALC's 

Mot. at 1 5.) However, ALC's Telecommunications Manager (Lionel Guzman) and its Director of 

IT (Tim Bates) remain current employees and would have the institutional knowledge that would 

allow ALC to request these telephone records directly from the providers. ALC, as the account 

holder, has the right to request its records, whereas Bebo would not have to go through a tedious 

third party telephone record subpoena process. See United States v. Approximately $7, 400 in U.S. 

Currency, 274 F.R.D. 646, 647 (E.D. Wis. 20 1 1  ) (documents are deemed to be within a person's 

"possession, custody or control" "if the party has actual possession, custody or control, or has the 

legal right to obtain the documents on demand"). 

However, to the extent ALC cannot request the records from its provider, ALC has in its 

possession the telephone records and will already be restoring the backup tapes for purposes of 

responding to the other subpoena requests. ALC has not demonstrated a valid reason why it 
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ca1mot search for these records with the other documents. Further, ALC has not demonstrated 

why it cannot, as Bebo has suggested, request the records directly from the telephone providers. 

As such, ALC has not proven that the subpoena requests are unreasonable, oppressive or unduly 

burdensome. 

CONCLUSION 

Bebo has worked with ALC to mitigate the burden caused by the subpoenas issued to 

ALC. However, the parties were unable to resolve issues regarding the internal investigation 

documents, the Milbank communications and Bebo's telephone records. ALC has failed to meet 

its burden to establish that the documents sought are privileged or that the requests are 

unreasonable, oppressive or unduly burdensome. Based on the foregoing, Bebo respectful ly 

requests an order denying ALC's Motion to Quash any of the Requests, but allowing the 

modifications agreed to by Bebo and ALC. 

Dated this 2nd day of March, 20 1 5  . 
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3. On February 23, 2015, counsel for ALC and Bebo had a telephone conversation 

to discuss various issues related to the subpoena and counsel to Bebo made several proposals in 

an attempt to reduce the burden on ALC in complying. 

4. Attached as Exhibit B to this Affidavit is a true and correct copy of an August 2, 

2012 letter from Milbank, Tweed, Hadley & McCloy ("Milbank") to Grant Thornton, LL P 

("Grant Thornton"). This document was produced in this action with the bates label GT­

SEC032441. 

5 .  Attached as Exhibit C to this Affidavit is a true and correct copy of an e-mail 

attaching the August 1, 20 1 2  draft representation letter from ALC to its auditor, Grant Thornton, 

LL P. This document was produced in this action with the bates label ALC_SEC00120686. 

6. Attached as Exhibit D to this Affidavit is a true and correct copy of a November 

2, 2012 email from Milbank attaching its revisions to ALC's draft management rep letter. This 

document was produced in this action with the bates label ALC_SEC00253548 . 

7. Attached as Exhibit E to this Affidavit is a true and correct copy of a document 

containing handwritten notes taken by Jeff Robinson of Grant Thornton. A copy of this 

document was produced in this action with the bates label GT -SEC00600230-240. 

8. Attached as Exhibit F to this Affidavit is a true and correct copy of excerpts from 

ALC's November 20 1 2  Form 10-Q. 

9. Attached as Exhibit G to this Affidavit is a letter from Ropes & Gray, LL P to 

SEC Attorney Scott Tandy, which was attached as Exhibit 1 to the Enforcement Division's 

Response to the Court's Order Regarding Subpoenas to Produce. 
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Wisconsin .-L-­;/?% -h/1'--------

I 0. Attached as Exhibit H to this Affidavit is a true and coiTect copy of the May 6, 

20 1 2  Engagement Letter from Milbank to the ALC Audit Committee. This document was 

produced in this action with the bates label ALC_SEC00065390. 

and sworn to before me 
this.2 ,., of March, 2 0 1 5 .  

Notary Public, State of 
My commission expires 
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From: Goel, Asheesh (mai lto: 

Sent: Wednesday, February 18, 2015 2 : 1 1  PM 

To: Ryan S.  Stippich; Shenoi, Suni l  

Cc:  Laboy, Lydia; Mark A. Cameli 

Subject: RE:  ALC Subpoena 

Ryan, Thursday has evaporated for me unfortunately. 

Perhaps we can discuss it during our meeting scheduled on Monday? 

This message ( i ncluding attachments) is  privileged and confidential. I f  you are not the intended recipient, please delete it 

without further distribution and reply to the sender that you have received the message in error. 

- ----Original  Message-----

From: Ryan S. Stippich (mailto: 

Sent: Wednesday, February 18, 2015 2:07 P M  

To: Shenoi, Sunil 

Cc: Goel, Asheesh; Laboy, Lydia; Mark A.  Cameli 

Subject: RE: ALC Subpoena 

We are pretty flexible Thursday. Let us know some times that would work o n  your end. 

-Ryan 

-----Original  Message-----

From: Shenoi, Suni l  (mailto: 

Sent: Tuesday, February 17, 2015 12:08 PM 

To: Rya n  S .  Stippich 

Cc: Goel, Asheesh; Laboy, Lydia; Mark A.  Cameli  

Subject: Re: ALC Subpoena 

Tomorrow is not going to work. Are you free o n  Thursday? 

Sunil  V. Shenoi 

ROPES & GRAY LLP 

EXHIBIT 



 

 

 

 

   
 

 

 

 

www .ropesgray .com 

This message ( including attachments) is privileged and confidentia l. If you a re not the intended recipient, please delete it 
without further d istribution and re ply to the sender that you have received the message in error. 

> On Feb 17, 2015, at 11 :11  AM, Ryan S. Stippich wrote: 
> 

> What does tomorrow afternoon, after 1:30 look l ike for you guys? 
> 

> -----Origina l  Message-----
> From : Shenoi, Suni l  [mai lto 

> Sent: Monday, February 16, 2015 8 :14 PM 
> To:  Ryan S .  Stippich; Goel, Asheesh 
> Cc: Laboy, Lydia; Mark A. Camel i  

> Subject: RE :  ALC Subpoena 
> 
> Ryan, 
> 

> Asheesh reached out to Mark on Friday to schedule a ca ll to discuss the subpoena. We can give you an update this 
week by phone. P lease let us know a time that is convenient for you and Mark. 

> 
> Thanks, 

> Sunil 
> 

> 
> 

> Suni l V. Shenoi 

> ROPES & GRAY LLP 

> www.ropesgray.com 

> 
> 
> 
> This message ( including attachments) is privi leged and confidentia l .  If you are not the intended recipient, p lease delete 

it without further distribution and reply to the sender that you have received the message In error. 

> 
> -----Origina l  Message-----
> From: Ryan S. Stippich [mailto: 
> Sent Monday, February 16, 2015 2 :35 PM 

> To: Shenoi, Suni l; Goel,  Asheesh 

> Cc: Laboy, Lydia; Mark A. Camel i  
> Subject: RE: ALC Subpoena 

> 
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> Please let us know yo ur position with respect to our February 5 e-mai l  related to the document subpoena as soon as 

possible. 
> Thanks, 
> Ryan 
> 

> -----Original Message-----

> From: Shenoi, Suni l  [ma ilto 

> Sent: Thursday, February 05, 2015 12 :38 PM 

> To: Rya n S. Stippich; Gael, Asheesh; Mark A. Ca meli 
> Cc: Laboy, Lyd ia 
> Subject: RE:  ALC Subpoena 
> 
> Thanks Ryan. We wil l d iscuss and get back to you .  
> 
> Best, 
> Suni l  
> 
> 
> 
> Suni l  V. Shenoi 
> ROPES & GRAY LLP 
> 

> www.ro pesgray.com 
> 
> 
> 

> This message ( including attachments) is privi leged and confidentia l .  If you are not the intended recipient, please delete 

it without further distribution and reply to the sender that you have received the message in error. 

> 

> -----Original Message-----
> From: Ryan S.  Stippich [mai lto :  

> Sent: Thursday1 February 05, 2015 12 :33 PM 
> To: Goel, Asheesh; Mark A. Cam e l i; Shenoi, Suni l  

> Cc: La boy, Lydia 

> Subject: RE :  ALC Subpoena 
> 
> Asheesh and Suni l, 
> 
> Here are our thoughts with respect to anticipated prod uction with respect to the subpoena issued by the AU at our 

request . 

> 
> We deem the fol lowing to be high im porta nce or could be produced with minimal burden. Our  hope is to receive 
some or a l l  of these documents next week, if not by the 2/9 return date .  

> 
> (1) Documents related to M s. Bebo's notepads and board books ( Requests 1-6) 
> (2) Documents rega rd ing Party K/Party L (Req uests 21-22) 
> (3) Bebo's board materials ( Request 26 - if in  the materials prod uced to the SEC it would be fine if you could identify 

the location in l ieu of re-producing the documents) 

> (4) Herbner and Schelfout sa lary information (Requests 9-10) 
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> (7) 

• 

> (5) Zaffke calenda r for l imited dates (Request 13) 

Ms. Bebo's calendar (Request 12)> (6) 
350 box index ( Request 23) 

> 

> I suspect we may need to d iscuss further some of the other requests. Here are our thoughts on a few of those items: 
> 
> -Ms. Bebo's outlook e-mail box. It is our  hope that her e-mails have been processed into a database so that they could 

be searched. Thus, it wou ld not be difficult to produce the entire mai lbox to us, segregated from the rest of the 

materia ls. We would be wil l ing to agree that production would not resu lt in any waiver of ALC privilege that has not 

been previously waived . We think Ms. Bebo's laptop hard drive could be handled simi larly with respect to any privi lege 

concerns. 
> 

> -Interna l i nvestigation materia ls .  We understa nd privi lege has been waived, and it seems clear that directors were 
neve r individua lly represe nted in connection with or during the time period of the interna l  investigation ( based on 
Mi lbank's letter to the SEC, which we presume you have seen but can be provided) .  And, In a ny event, the factual basis 
for the board's conclusion to take no action would not be privileged. Thus, we think documents responsive to request 

18 through 20 could be produced in short order as wel l .  Note, we have a lso been seeking Mi lbank's input on this in 

connection with a subpoena served upon them, but have not yet obta ined it. 
> 

> -Director e-mai ls (Request 25) .  It is unclear to us the basis for any assertion of individual d irector privi lege, particularly 
with respect to the time period of May 2012 to November 2012. Thus we think a l l  e-mai ls during this time period or the 
time period prior to May 2012 should be prod uced forthwith. We can d iscuss how to handle e-mai ls  during subsequent 

time periods early next week. 
> 
> Best regards, 
> Ryan 
> 

> -----Original  Message-----
> From:  Goel, Asheesh [mai lto : 
> Sent: Monday, February 02, 2015 12:27 PM 
> To: Mark A .  Carnel l; Shenoi, Sunil ; Ryan S.  Stippich 
> Cc: Laboy, Lydia 

> Subject: RE: ALC ca l l  
> 
> Thanks, Mark. I appreciate your  wi l l ingness to do that. 
> 

> 
> 
> This message ( includ ing attachments) is privi leged and confidentia l .  If you are not the Intended recipient, please de lete 

it without further distribution and reply to the sender that you have received the message in error. 

> 
> -----Origina l  Message-----
> From:  Mark A. Carnell [mailto:  
> Sent: Monday, February 02, 2015 12 :25 PM 

> To: Goel, Asheesh; Shenoi, Suni l; Rya n 5. Stippich 
> Cc: Laboy, Lydia 
> Subject: RE:  ALC ca l l  
> 
> Thanks Asheesh. We a lso don't want to create unnecessary work and we were hoping to determi ne how we could be 
most efficient In the request. We wi l l  send you a responsive email later today and hopeful ly we can get the ba l l  the 

rolling. Mark .  

> 
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> -----Original Message-----

> From: Goel, Asheesh [mai lto : 

> Sent: Monday, February 02, 2015 12 :20 PM 

> To: Mark A .  Cameli; Shenoi, Suni l ;  Ryan  S. Stippich 
> Cc: Laboy, Lydia 
> Subject: RE:  ALC ca l l  
> 

> Mark - Apologies for the confusion .  Maybe we could accomplish some pre-work via emai l .  What we real ly wanted to 

d iscuss with you is you r  document subpoena on ALC. My impressions overa l l  is that yo u are asking for a very large 

vol ume of materia l .  We don•t want to dump a huge volume of Irrelevant or barely re levant materia l  on you given that 

tria l Is just a few months away. Th us, we were hoping we cou ld get a prioritized l ist of requests from you so we could 

focus on what you need the most, first. That way we can be efficient with time and costs associated with respo nding to 
yo ur subpoena on ALC. 
> 

> We a lso wanted to update you on your  req uests for interviews. Two of the three people you have asked for no longer 
work at Enl ivant. We can d iscuss making the third person ava i lable for an  interview. 
> 
> A  
> 

> 
> 

> This message ( including attachme nts) is privi leged and confidentia l .  If you a re not the intended recip ient, please delete 

it without further d istribution and reply to the sender that you have received the message in error. 
> 
> -----Origina l  Message-----
> From: Mark A. Cameli [mai lto: 

> Sent: Monday, Februa ry 02, 2015 12:13 PM 

> To: Shenoi, Sunil; Ryan S. Stippich; Goel, Asheesh 

> Cc: Laboy, Lydia 
> Subject: RE: ALC ca l l  
> 
> Sun i l  
> 
> When you mentioned on Thursday that you were unavai la ble for Monday, we fil led the calendar .  That said, we do 

have an opening at 3 today if that would work. I j ust ca lled to discuss. Tomorrow not good? Mark. 
> 
> -----Original Message-----
> From: Shenoi, Suni l  [mai lto 
> Sent:  Monday, February 02, 2015 11 :24 AM 
> To: Mark A .  Camel i; Ryan S. Stippich; Goel, Asheesh 
> Cc: Laboy, Lyd ia 
> Subject: ALC cal l  

> 
> Mark - are you sti l l  ab le to ta lk  today at 1pm? I have not seen any repl ies to the calendar Invitation. 

> 
> 
> 
> Suni l  V. Shenoi 
> ROPES & GRAY LLP 
> 
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> ________________________________ _ 

> ________________________ __ 

  > 
> www.ropesgray.com 
> 

> 

> 

> This message ( including attachments) is privileged and confidentia l .  If you are not the i ntended recipient, please delete 

it without further d istribution and reply to the sender that you have received the message in erro r. 
> 

> 

> 

> 

> This e-mail and any attachments may conta in privi leged or confidential information. This e-mail is intended solely for 

the use of the individual  or entity to which it is addressed. If you are not the intended recipient of this e-ma il, you are 
hereby notified that any copying, distribution, dissemination or action taken in relation to the contents of this e-mai l  and 
any of its attachments is strictly prohibited and may be unlawful .  If you have received this e-mail in error, please notify 
the sender immediately a nd permanently de lete the original  e-mai l and destroy any copies or printouts of this e-mai l  as 

wel l  as any attachments. To the extent represe ntations are made here in concerning matters of a client of the firm, be 
advised that such representations a re not those of the client and do not purport to bind them. 

> 
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August 2, 20 1 2  
6 5 · 1 1 ·3927-7700 

FAX: 55·1 1·3927· 7 7 7 7  

Gram Thornton LLP 

Attn: Alyssa Oberst 

Re: Assisted Living Concepts, Inc. 

l .adies and Gentlemen: 

This letter is in response to the let1er dated July 23, 2012 ,  from Mary Zak­
Kowalczyk, Vice Prt::sident and Corporate Secretary of Assistt::d Living Concepts, Inc. (the 
··company"), a copy of which is enclosed for your records. We advise you as fo llows in 
..:onnection with your interim review o f  the financial statements of the Company as at June 30, 
20 1 2  and for the 3 months and 6 months then ended. 

I .  of We call your attention to the fact that our 
representation of the Company is limited to the specific matters brought to our attention by the 
Company from time to time and that there may be many matters of a legul nature involving the 
Company which could have a bearing on the Company's financial condition with respect to 
which we have not been consulted. 

2. Information: Our response is limited to matters involving professional 
engagement of this tim1 as counsel and does not include information received by lawyers in this 
lim1 in uny other role. We disclaim responsibility to comment on any matters to which any 
lawyer of our firm may have given substantive attention prior to joining our firm but to which 
substantive attention has not been given by that lawyer after joining our firm. This letter sets 
lonh information (subject to the quali fications and limitations set forth or referred to in this 
ktter) only with respect to matters which existed as of .June 30, 20 1 2  and during the 6 months 

CONFIDENTIAL TREATMENT IS 
REQU ESTED FOR THIS I N FORMATION 
BY GRANT THORNTON LLP 

Legal letter - Milbank. pdf 
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Response: 

Investigation Alleged Accounting Irregularities Relating 
Realty Partnership. 

Bebo. plaintiff. Living Concepts. . . defendant. 

Bebo. claimant, Living Concepts. . . respondent. 
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then ended, and during the period up to August 2, 20 1 2, and we disclaim any undertaking to 
advise you of changes which thereafter may be brought to our attention unless you should 
specifically request such information in writing. 

3. Subject to the qualifications and limitations set forth or referred to 
in this letter, we advise you that since January 1 ,  20 1 2, we have not been engaged to give 
substantive attention to, or represent the Company in connection with, material loss 
contingencies coming within the scope of clause (a) of Paragraph 5 of the Statement of Policy (as 
defined in paragraph 5 of this letter), except as follows: 

Audit Committee of to Lease with 
Ventas Limited We are assisting the Audit Committee of the Company's  
Board of Directors in investigating allegations communicated to  the Company confidentially 
regarding possible accounting irregularities relating to compliance by the Company and 
subsidiaries with certain covenants under the former Master Lease between Ventas Realty 
Lim ited Partnership ("Ventas"), as landlord, and certain of the Company ' s  subsidiaries, as 
tenants, and the Company, as guarantor. The investigation is continuing, and it therefore would 
be inappropriate for us to comment in further detail or to speculate as to the likely outcome prior 
to completion. We note, however, that in connection with the Company's settlement of the 
l i  tigation initiated by Ventas, mentioned below, and the Company 's purchase of certain 
properties from Ventas, Ventas has released the Company and its affiliates from liability, if any, 
1hat might arise or might have arisen under the Master Lease by reason of the matters which are 
the subject of the Audit Committee investigation. 

Lauric v .  Assisted Inc Case No. 1 2CV02039, 
Circuit Court, Waukesha County, Wisconsin. Plaintiff, the former CEO of the Company and a 
former director of the Company, filed this action on June 29, 20 1 2  purporting to enforce claimed 
rights as a director of the Company. She alleges three causes of action, seeking: ( 1 )  inspection 
of corporate books and records of the Company; (2) indemnification by the Company of legal 
tees and expenses allegedly incurred by plaintiff in connection with the aforementioned 
investigation being conducted by the Company 's Audit Committee; and (3) advancement of legal 
fees and expenses allegedly incurred by plaintiff in connection with the investigation being 
conducted by the Company's Audit Committee. On July 1 9, 20 1 2, the Company filed a motion 
to dismiss the complaint, which motion is now scheduled to be heard in September 20 1 2. In 
l ight of the early stage of the action, and in view of the uncertainties inherent in litigation, we 
cannot ofier a view on the l ikely outcome at this time. 

Laurie v. Assisted Inc Case No. 5 1  1 66 00857 
l 2. American Arbitration Association, Mi lwaukee, Wisconsin. Claimant initiated this arbitration 
proceeding on June 29, 20 1 2. Her demand for arbitration asserts that the Company did not have 
g.ood cause to termi nate her employment as CEO and terminated her employment without cause 
and in violation of "·public pol icy.'' Claimant demands severance pay allegedly owing under her 
employment contract in the case of a ••without cause" termination of more than $2.4 million. 
The Company 's  answer is presently due on August 1 0, 20 1 2, and the Company presently intends 
to assert a counterclai m against claimant at that time. In light of the early stage of the arbitration 
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und view of the uncertainties inherent in litigation, we cannot offer a view on the likely outcome 
at this time. 

Based upon our representation of the Company in connection with the specific 
matters brought to our attention by the Company from time to time, we understand that the 
Company is, or during the period at issue was, subject to pending or threatened litigation, claims 
or assessments, consisting of license revocation proceedings initiated by the States of Georgia 
und Alabama, and breach of contract litigation-now resolved-fi led in the United States 
District Court for the Northern District of I1linois against the Company and certain of its 
subsidi aries by Ventas. We have not been engaged by the Company to represent it in connection 
with such l itigation, claims or assessments, and we do not express a view as to the outcome of 
these contingencies. We understand that the Company has retained separate counsel with respect 
to such matters. We suggest you contact the Company for the names of such counsel if you wish 
to obtain information concerning such litigation, claims or assessments. 

Please be advised that pursuant to clauses (b) and (c) of Paragraph 5 of the ABA 
Statement of Policy and related commentary referred to in paragraph 5 of this letter, it would be 
inappropriate for this firm to respond to a general inquiry relating to the existence of unasserted 
possible claims or assessments involving the Company. We can furnish information concerning 
only those unasserted possible claims or assessments upon which the Company has specifically 
requested. in writing, that we comment, and we cannot comment upon the adequacy of the 
Company 's listing, if any, of unasserted possible claims or assessments or its assertions 
concerning the advice, if any, about the need to disclose the same . 

There being no matters specifically identified in Ms. Zak-Kowalczyk's July 23, 
20 1 2  letter and upon which comment has been specifically requested, as contemplated by clauses 
l b) and (c) of Paragraph 5 of the Statement of Policy, we are not commenting to you with respect 
to contractual ly assumed obligations or unasserted possible claims or assessments but rather will 
be guided by paragraph 5 of this letter. 

4. Amounts Due: As of June 30, 20 1 2  , accrued time charges and disbursements 
tor all matters involving the Company, including billed and unbilled amounts, were 
approximately $297,892. 1 2, consisting of $280,965.00 in time charges and $ 1  6,927. 1 2  in 
disbursements. None of those charges remain outstanding as of August 2, 20 12.  

The American Bar Association adopted a 
Statement of Policy in December 1 975 relating to lawyers' responses to auditors' requests for 
information (herein called the "Statement of Policy", which term as used herein includes the 
uccompanying commentary, which is an integral part of the Statement of Policy). The Statement 
of Policy has been furnished to the accounting profession as Exhibit II to the Statement on 
Auditing Standards No. 1 2, "'Inquiry of a Client's Lawyer Concerning Litigation, Claims, and 
Assessments", issued by the Auditing Standards Executive Committee of the American Institute 
uf Certitied Public Accountants in January, 1976. This letter and all other communications, 
written or oral, from this firm to you on the subject matter of this letter, are limited by, and in 
accordance with, the Statement of Policy; without limiting the generality of the foregoing, the 
l i  m itations set forth in the Statement of Policy on the scope and use of this response (Paragraphs 

5 .  ABA Statement of 
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2 and 7) are specifical ly incorporated herein by reference, and any description herein of any "loss 
contingencies" is qualified in its entirety by Paragraph 5 ofthe Statement of Policy. Consistent 
with the last sentence of Paragraph 6 of the Statement of Policy and pursuant to the Company's 
request, this wi l l  confirm as correct the Company' s  understanding as set forth in Ms. Zak­
Kowalczyk' s letter of July 23, 20 1 2  that whenever, in the course of performing legal services for 
the Company with respect to a matter recognized to involve an unasserted possible claim or 
assessment that may can for financial statement di sclosure, we have formed a professional 
conclusion that the Company must disclose or consider disclosure concerning such possible 
claim or assessment, we, as a matter of professional responsibility to the Company, will so 
advise the Company and will consult with the Company concerning the question of such 
disclosure and the applicable requirements of Statement of Financial Accounting Standards No. 
5. now codified as FASB Accounting Standards Codification Subtopic 450-20, Contingencies ­

l .oss Contingencies. 

6. The Company has advised us that, by making the request set forth 
in Ms. Zak-Kowalczyk' s  letter of July 23 , 20 1 2, the Company does not intend to waive the 
attorney-client privilege or the attorney work-product immunity with respect to any information 
which the Company has furnished to us or any advice we have furnished to the Company. 
Moreover. please be advised that our response to you should not be construed in any way to 
constitute a waiver of the protection of the attorney work-product immunity with respect to any 
of our files involving the Company. 

Very truly yours, 

MLH/TA 

cc: Mary Zak-Kowalczyk, Esq. 

ll.t847-4fr.'U-840U 

& LLP 
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July 23, 20 12 

Michael L Hirschfeld 

Dear Sir. 

In connection with an interim review of our financial statements at June 30, 2012 and for the 3 
months Rnd 6 months then ended, please furnish to our independent audi teD, Gnwt Thornton l.LP, 
information involving matters with respect to which you have been engaged and to wruch you have 
devoted substantive attention on behalf of the Company in the form of legal consultation or 
representation. 

Your response should include matters that existed nt June 30, 2012 and during the period from that 
date to the date of your response. To facilitate the evaluation of your response by our auditon; 
please tespond by A\lgUSt 2, 2012. They would appreciate receiving your reply by that date with a 
specified effective date no earlier than July 31, 201 2. 

or Threatened 

Please fumisb details of any litigation or lawsuits in which the company is involved directly or 
indirectly, and of any claims asserted against this company even though legal proceedings have not 
started, .including: (1) the nature of the pending or threatened litigation, (2) the progress of the 
matter to date; {3) the response which is being made or which will be made to the marter. and {4) an 
evaluation of the likelihood of an unfavorable outcome and an estimate, if one can be made, of the 
amount or range of potential loss. 

Unasserted Claims and Assessments 

Management of the company believes that there ru:e no unasserted claims which are probable of 
assertion or which, if asserted, would have at least a reasonable possibility of All unfavorable 
outcome. 

We understand that whent.-ver, in the course of providing legnl services for us with respect to a 
matter recognized to involve nn unnsserted possible claim or assessment that may call for fmancial 
statement disclosure, if you have formed a profes sional conclusion that we should disclose or 
consider disclosure concerning tiuch possible claim or assessment. as a matter of professional 
responsibility to us, you will so advise us and will consult with us concerning the question of such 
disclosure and the applicable requirements of Statement of Financial Accoun ting Standards No. 5. 
Please specifically confum to our auditors that our understanding is correct. 

We also inform you that we have represented to our aucJjtors that there are no unasserted possible 
claims that you have advised are probable of assertion and must be disclosed in accordance with 

• 
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We also inform you that we have repres ented our there are no unasserted possible 
claims that you have advised are probable ar·assertion must be disclosed in accordance with 
Sta reme.nt of Financial Accounting Standard.o; No. 5 in our financial statements at June 30, 2012 and 
for the year then ended. 

Please specifically identify the nature and reasons for any limitation on your response. 

Other Matters 

We do not intend that either our request to you to provide information to our auditor or your 
response to our auditor should be construed in any way to constitute a waiver of the attorney - client 
privilege or the attorney work - product privilege. 

Please furnish our auditors: 
I .  	 Information about any financing statements filed under the Uniform Commercial Code or 

any other assignment of the company's assets. 
2 	 Amounts due you, if any, for services and expenses, whether billed or w1billed as of June 30, 

2012. 

U..P, Certified Public Accountants, Alyssa Oberst, 
TbomtonGranttoyrepJying direcdnenclosed for your convenienc isbusiness reply eovelope A 

Very truly yours, 

���-�J�� 
Vice President and Corporate Secretary 
Assisted Living Concepts, Inc 

WI m NX'J,\ I I.i/11- Rullll · MC'mmuτtu•,· Full.o:. WI 5.11JJI-2J25 • OUir,•: (l61J 25 7-8/t.'iX • Tr1ll Fl"et!: (oY88) 25l-50tl/ • F11x: (262) 25 1-7562 . wa·'஢'.(llnணu.,·,lm 

Legal letter - Milbank.pdf 

GT -SEC 032446 

REQU ESTED FOR THIS IN FORMATION 
BY GRANT THORNTON LLP 

CON FIDENTIAL TREATM ENT IS 



 

 

  
 

l B 

From: 
Sent: 
To: 

Alan Bell 

Wednesday, August 1 ,  2012 4:39 PM 

Subject: Management Rep Letter 

Attach: WS_BinaryComparison_#8062278v 1 _WSLegal_ - Mgmt rep letter v 1 -
#8062278v3_WSLegal_ - Mgmt rep letter v3 . pdf; #8062278v3_WSLegal_ - Mgmt rep 
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Jeff/Amy, 

Attached is a clean and a blacklined revised draft. Malen and I have concluded it is acceptable although we have not 

heard from all necessary persons. 

Best, 

Alan 

The contents of this mes sage may contain confidential and/ o r  privileged 
subj e ct matt e r .  I f  thi s mes s a g e  has been received in e r r o r ,  plea s e  contact 
the sender and delete a l l  copi es . Like other forms of communi c a t i o n ,  
e-mail communications m a y  be vulnerable to interception by unauthorized 
parties . If you do not wish us to communicate with you b y  e-ma i l ,  p l e a s e  
notify us at your e a r l i e s t  convenience . I n  the absence o f  such 
noti fication, your consent is a s s umed. Should you choose t o  a l l ow u s  to 
communi cate by e-ma i l ,  we wi l l  not take any addi tional s ecurity measures 
( s  uch a s  encryption) unless speci fically requested . 
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t:'fe • iotu;l) filetimaterials filed with the 
Securities and Exchange Commission since January 1. 2012 including Curreat 

஡e llef'6t'tReport§ 

10-Q fi:tt the. ��etioa et=tded Juflc 30. 2012,. 

former 

Grant Thornton LLP 

Dear Sir or Madam: 

We are providing this letter in connection with your review of the consolidated interim fmancial statements of 
Assisted Living Concepts, Inc. and its subsidiaries (collectively, the "Company') as of June 30, 20 12 and 

December 31,  201 1 and fo r each of the three months and six months ended June 30, 20 1 2  and 201 1 (''Interim 

Financial Statements" or "IFS') for the purpose of determining whether any material modifications should be 

made to the consol idated interim financial statements fo r them to conform with accounting principles generaJly 

accepted in the United States of America C'US GAAP' ) .  We understand that your review was made in 

accordance with the Public Company Accounting Overs ight Board,s ("PCAOB") standards applicable to 

reviews of interim fmancial information. We con fum that we are responsible for the fair presentation in the 
consol idated interim fmancial statements of fmancial position, results of operations, and cash flows in 
conformity with US GAAP. We also acknowledge our respon sibility fo r establishing and maintaining effective 

internal control over fmancial reporting, including designing and implementing programs and controls to 

prevent and detect fraud. 

Certain representations in this letter are described as being limited to matters that are material. Items are 

considered to be material, regardless of size, if they involve an omission or misstatement of accounting 
information that in light of the surrounding circumstance s, makes it probable that the judgment of a reasonable 

,
person relying on the information would be changed or influenced by the omission or misstatement. 

iiiiaat;:%:$1o#r:�e��i:,"��!�!!!��!eMRII 
representations are subject to matters disclosed in the Company,s 

Form 12(b)-25 and 

Reports on Form 8-K and the matters disclosed or included the Company,s on Form 

as well as items outlined within this letter. We also note that, as 

publicly disclosed, the Company,s Audit Committee is still investigating possible irregularities relating to the 

Company's lease with Ventas . Manage ment is aware that units leased to employees at fac ilities subject 

to the Ventas lease were treated as bonafide rentals by third parties; however, management does not believe that 

this practice or management's or employees, involvement in such practice involve irregularities. 

1 .  	 The interim fmancial statements referred to above have been prepared and are fairly presented in 
conformity with US GAAP applicable to interim fm ancial statements. 

2. 	 We have made avai lable to you all: 

a. 	 Financial records and related data. 
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The Board ha§ established a Facility Strategic Roiew Committee which will he re>iewing yarious 

f f: T b h d. I d .  di .d I h strateroc alternatives m resnect o ccrtam acutJes on oL a JUfiS Jctiona an 10 VI ua as1s. 

b. 	 Minutes of the meetings of stockholders, directors and committees of directors, or summaries of 

actions of recent meetings fo r which minutes have not yet been prepared. All significant board and 
committee actions are included in the summaries . 

3. 	 Except for the following, there have been no communications, written or oral, from regulatory agencies or 

others concerning noncompliance with, or deficiencies in, fmancial reporting practices. In a memo dated 

April 3, 2012 from Alan Bell, Re: ALC Developments, indications were made that the " . . .  compliance 

certificate re: patient revenue is clearly wrong." Management believes that these certificates were 

appropriate under the terms of the lease. 

4. 	 No amount of the accounting support fees assessed by the Public Company Accounting Oversight Board is 

past due. 

5. 	 There are no material transactions that have not been properly recorded in the accounting records 

underlying the interim fmancial statements. The adjusting journal entries fo r the period ended June 30, 

2012, which have been proposed by you, are approved by us and will be recorded on the Company's books 

and records. 

6. 	 We believe that the effects of the uncorrected fmancial statement misstatements, including omitted 
disclosures aggregated by you during the current review engagement and pertaining to the interim periods 

in the current year, as summarized in the accompanying schedule, are irrunaterial, both individually and in 
the aggregate, to the interim fmancial statements taken as a whole. 

7. 	 There were no significant changes in the design or operation of internal control over fmancial reporting, as 

it relates to the preparation of annual as well as interim fmancial information, that have occurred 

subsequent to December 31,  201 1 .  

8. 	 We have disclosed to you all significant deficiencies and material weaknes ses in the design or operation of 
internal control over fmancial reporting. We understand that a material weakness is a deficiency, or 

combination of deficiencies, in internal control over financial reporting, such that there is a reasonable 

possibility that a material misstatement of the Company's annual or interim fmancial statements will not be 

prevented or detected on a timely basis. A significant deficiency is a deficiency, or a combination of 

deficiencies, in internal control over fmancial reporting that is less severe than a material weaknes s, yet 

important enough to merit attention by those responsible for oversight of the Company's fmancial 

reporting. 

9 .  	 Except for the matters discussed in the introductory paragraphs of this letter and item ħĨ Managemen t 

is not aware of fraud or suspected fraud affecting the Company involving management, employees who 

have significant roles in internal control, or others where the fraud could have a material effect on the 

interim fmancial statements. 

10. 	 We have communicated to you all allegations of fraud or suspected fraud affecting the Company received in 
communications from employees, former employees, analysts, regu lators, short sellers or others. 

1 1  . 
· • · 	 • . . . . 	 . 
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As tbe Committee bas pot to date commenced tbis miew. the 

Except for the matters discussed in the introductory paramphs of this letter and item 29, 

Company has no plans or intentions 
that may materially affect the carrying value or classification of assets and liabilities. 

12. 	Related party relationships and transactions and related amounts receivable or payable, including sales, 
purchases, loans, transfers, leasing arrangements and guarantees have been properly recorded or disclosed 

in the interim ftnancial statements. 

We understand that "related parties, include (1) afftliates of the entity; (2) entities for which investments in 
their equity securities would be required to be accounted for by the equity method by the investing entity; 
(3) trusts for the benefit of employees, such as pension and profit-sharing trusts that are managed by or 

under the trusteeship of management; (4) principal owners of the entity and members of their immediate 

fam ilies; and (5) management of the entity and members of their immediate families. 

Related parties also include (1) other parties with which the entity may deal if one party controls or can 

significandy influence the management or operating policies of the other to an extent that one of the 
transacting parties might be prevented from fully pursuing its own separate interests; and (2) other parties 
that can significanrly influence the management or operating policies of the transacting parties or that have 

an ownership interest in one of the transacting parties and can significanrly influence the other to an extent 
that one or more of the transacting parties might be prevented from fully pursuing its own separate 

interests . 

13. 	Guarantees, whether written or oral, under which the Company is contingendy liable have been properly 
recorded or disclosed in the interim fmancial statements. 

14. 	 Significant es timates and material concentrations known to management that are required to be disclosed in 

accordance with FASB Accounting Stmtdards Codification™ (ASq 275, Riskr and Uncertainties, are properly 

disclosed in the interim fmancial statements. 

Significant estimates are estimates at the balance sheet date which could change materially within the next 
year. Concentrations refer to volumes of business, revenues, available sources of supply, or markets or 
geographic areas for which events could occur which would significandy disrupt normal finances within the 

next year. 

15. 

Management is not aware of any information indicating that an illegdl act, or violations or possible 
violations of any regulations, has or may have occurred, whether or not perceived to have a material effect 

on the iln terim -?financial ŷ,Statements or as a basis for recording a loss contingency. 

There are no unasserted claims or assessments that our lawyer has advised us are probable of assertion and 
must be disclosed in accordance with ASC 450, Contingencies. 

There are no other liabilities or gain or loss contingencies that are required to be accrued or disclosed by 

ASC 450. 

16. 	The Company has satisfactory tide to all owned assets, and there are no liens or encwnbrances on such 
assets nor has any asset been pledged as collateral, other than what has been disclosed. 

WSLegal\059226\0000 1\ 8062278vi-;i3 

Confidential Treatment Requested by Assisted Living Concepts, LLC. 	 ALC_SEC001 20684 



Note �· o(lf� 

17. 	Subject to the further discussion in item �� below, the Company has complied with all aspects of 
contractual agreements that would have a material effect on the interim ftnancial statements in the event of 

a noncompliance. 

18. 	The methods and significant asswnptions used to determine fair values of ftnancial instrwnents are as 

follows: 


The Company considers the carrying amount of cash and cash equivalents, accounts receivable and 

accounts payable to approximate fair value because of the short maturities of these financial instrwnents. 
The fair value of the debt instrwnents arc based on the approximate borrowing rates currently available to 

the Company for debt equal to the existing maturities. Investment securities are recorded at fair value 

based on quoted market prices using public information for the issuers. 

The methods and significant asswnptions used have been consistently applied and result in a measure of 
fair value appropriate for ftnancial measurement and disclosure purposes. In addition, to the best of our 
knowledge and belief, there have been no subsequent events through the date of this letter that would 

require adjustment to the fair value measurements and disclosures included in the interim fmancial 
statements. 

19. 	Arrangements with ftnancial institutions involving compensating balances or other arrangements involving 

restrictions on cash balances, line of credit, or similar arrangements have been properly disclosed. 

20. Capital stock repurchase options or agreements or capital stock reserved for options, warrants, 

conversions, or other requirements have been properly disclosed. 

21.  Managemen t believes that the assumptions used in the projections of the future taxable income that 

support realization of the Company's deferred tax assets arc reasonable and consistent with its public 

disclosures or statements. 

22. Tax planning strategies included in the Company's analysis of the realizability of its deferred tax assets are 

actions that management would take to realize a tax benefit for deductible temporary differences and carry 
forwards. 

23. We believe that the accrual fo r bonuses recorded as of June 30, 2012  is adequate and reasonable. 

24. Receivables recorded in the ftnancial statements represent valid claims against debtors for services or other 

charges arising on or before the balance sheet date and appropriate reserves have been provided to account 

for their estimated net realizable value. 

25. The asset retirement obligation is being accreted to management's best estimate of fair value as of June 30, 
2012. 

26. 	No events have occurred subsequent to the balance sheet date and through the date of this letter that would 
require recognition or disclosure in the aforementioned interim fmancial statements or the previous year's 

annual fmancial statements, except as disclosed in 
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matter:-Ÿ-t.rf.-rlu.�-&f-Ehti-lŹet;-ź<ffl\f)ftny is itt .. ..-olvt.ஞ 
ifl Eiis€'l:l!Uten.:. �1ith Yrnt.M 1:0 re.;olvc. d\esc. J.Htlt.!;. 

ilt..allma.terials.flkd.hy . .and.டn:e.suonw:Ju�e the .Comp.an.x .a.n.d.Ye.nta.s..and..tb.e.it 

r«;§P..�<;!iX&.J!QYUt;lR£1tainiP.&J.Q. i�J1�MQU..�ID!!U��illlx Y�I!!D5 iJ!J:espect !If du; 

ventas lease captioned Veotas Realtv. Limited Part1Jersbio y. ALC CfMA. LLC. et al .. 

12-cy-03107 (and :�.s q.t the date of dlis letter tegninate4>, and 

@> conies of all written notices &om and cogespondence to and from tbe Company and 

the regulatory bodies ofyarious States relating to the ooeration or copduct of the 

27. There have been no changes in internal control over financial reporting or other factors that might 
significantly affect internal control over financial reporting, including corrective actions taken by 
management with regard to significant deficiencies and material weaknesses, subsequent to the balance 

sheet date and through the date of this letter. 

28. PLACEHOLDER (to be tweaked upon final accounting) : The costs associated with the Ventas purchase 

have been allocated based on appraisals, with the remainder representing a settlement of litigation and lease 

termination fees. 

29. The Company operates a number of facilities which it formerly leased from Ventas. With regard to these 
leased facilities: 

a. 	 We have disclosed to you all notifications, agreements, contracts or other documentation in 

connection with notices to revoke the facilities' operating licenses. The corresponding 
communications between Ventas and the Company are properly summarized as to chronology and 
content in the attached memorandum ("Ventas Memo") through April 26, 2012. Our attorneys 

have advised us that as of March 31, 20 12 any events of default which have arisen are not 
actionable. In addition, as of March 31, 2012, the Company had not been notified by Ventas that 
it was their intention to take any action, other than to reserve their rights under the lease regarding 

the leased facilities. 

b. 	 On May 9, 2012, the Company received a letter from Ventas asserting additional covenant 
violations under the terms of the lease and Ventas amended its filings to include certain of these 

matters on May 10, 2012. The disclosures in the fmancial statements for the period ended March 
31, 2012 appropriately describe this 

c. Separately and under the direction of the Company's Audit Committee, the Company is involved 

in an investigation of certain matters associated with the Ventas lease covenants. Wt are not aware 

of any matters that have been discovered in the investigation, through the date of this letter, that 

would cause us to believe the March 31, 2012 or previously issued financial statements are not in 
accordance with US GAAP. 

d. Based on the facts described above and the attached memorandum and guidance as provided in 
ASC 450, Contingencies, and ASC 420, Exit or Disposal Cost Obligations, accrual of costs associated with 
defaults under the lease, if any, is not appropriate at March 31, 20 12. 

..h.etw.e.e n.. . . 

WSLegal\059226\00001\ 8062278vt-Ķ5 

Confidential Treatment Requested by Assisted Living Concepts, LLC. 	 ALC_SEC001 20686 



facilities in re.u�ect of alleged npn-cpJm?.fiaoce by the Company in connection with 
licensing. statutory or regulatorv matters. 

30 The Company coofinns it has preyjously sc;.nt you a letter datGJI June 1.3, 2012 from the SecnJipeH 
and Exchange Commission. 

<"Roadman") 

Officer pro1-jded that it is understood that in resnect of the last sentence, 

third paragraph of the first page and the last septence of pam mph number 3 on page 2. Roadman (a) 
is not included in..the..teml..�*Managem+n.t:!a-.and.<hl has_no knowledge..of.the.nuuters referred tn 
therein 

Very truly yours, 

ASSISTED LIVING CONCEPTS, INC. 

Charles H. Roadman II, :MD 

President and Chief Executive 

John Buono 

Senior Vice President, Chief Financial Officer and Treasurer 

Wal ter Levonowich, Vice President and Corporate Controller, subject to my limited knowledge as to the topic 

of the Company's lease with Ventas, including but not limited to Paragraph ;g  ˁof this letter, and the last 
sentence of the third paragraph of this letter which is based solely upon management's prior communications 

with Ventas regarding such practices and communications from Quarles and Brady, the Company's counsel. 
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00-n��ijW!:J.t!lli.fo�J, the fo llowing repres entations 

Grant Thornton LLP 

Dear Sir or Madam: 

We are providing this letter in connection with your review of the consolidated interim financial statements of 

Assisted Living Concepts, Inc. and its subsidiaries (collectively, the "Company") as of June 30, 2012 and 

December 31, 201 1 and for each of the three months and six months ended June 30, 2012 and 201 1  
("Interim Financial Statements" or "IFS") for the purpose of deteanining whether any material modifications 
should be made to the consolidated interim financial statements for them to conform with accounting 

principles generall y accepted in the United States of America C'US GAAP'). We understand that your review 

was made in accordance with the Public Company Accounting Oversight Board's (''PCAOB'') standards 

applicable to reviews of interim financial informa tion. We confirm that we are responsible for the fair 

presentation in the consolidated interim fmancial statements of fmancial position, results of operations, and 
cash flows in conformity with US GAAP. We also acknowledge our responsibility for establishing and 

maintaining effective internal control over financial reporting, including designing and implementing 

programs and controls to prevent and detect fraud. 

Certain representations in this letter are described as being limited to matters that are material . Items are 
considered to be material, regardless of size, if they involve an omission or misstatement of accounting 

information that, in light of the surrounding circumstances, makes it probable that the judgment of a 

reasonable person relying on the information would be changed or influenced by the omission or 

misstatement. 

1 ' I fWe confirm, to the best of our know edge and be ae , as o 

representations are subject to matters disclosed in the Company's materials fd ed with the Securities and 

f 
. 

Exchange Commission since January 1, 2012 including Form 12(b)-25 and Reports on Form 8-K and the 

matters disclosed or included the Company's Reports on Form 10-Q, as well as items outlined within this 
letter. We also note that, as publicly disclosed, the Company's Audit Committee is still investigating possible 

irregularities relating to the Company's former lease with Ventas. Management is aware that units leased to 
employees at facil ities subject to the Ventas lease were treated as bonafide rental s by third parties; however, 

management does not believe that this practice or management's or employe es' involvement in such practice 

involve irregularities. 

1 .  	 The interim financial statements referred to above have been prepared and are fairly presented in 

conformity with US GAAP applicable to interim fmancial statements. 

2. 	 We have made available to you all : 
a. 	 Financial records and related data. 
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b. 	 Minutes of the meetings of stockholders, directors and committees of directors, or swnmaries of 
actions of recent meetings for which minutes have not yet been prepared. All significant board and 

committee actions are included in the summaries. 

3. 	 Except for the following, there have been no conununications, written or oral, from regulatory agencies 

or others concerning noncompliance with, or deficiencies in, fmancial reporting practices. In a memo 
dated April 3, 20 12 from Alan Bell, Re: ALC Developments, indications were made that the 

" . . .  compliance certificate re: patient revenue is clearly wrong. " Management believes that these 
certificates were appropriate under the terms of the lease. 

4. 	 No amount of the accounting support fees assessed by the Public Company Accounting Oversight Board 

is past due. 

5. 	 There are no material transactions that have not been properly recorded in the accounting records 

underlying the interim financial statements. The adjusting journal entries for the period ended June 30, 
2012, which have been proposed by you, are approved by us and will be recorded on the Company's 

books and records. 

6. 	 We believe that the effects of the uncorrected fmancial statement misstatements, including omitted 

disclosures aggregated by you during the current review engagement and pertaining to the interim periods 
in the current year, as summarized in the accompanying schedule, are immaterial , both individually and in 

the aggregate, to the interim fmancial statements taken as a whole. 

7. 	 There were no significant changes in the design or operation of internal control over fmancial reporting, 
as it relates to the preparation of annual as well as interim fmancial information, that have occurred 
subsequent to December 3 1 ,  201 1 .  

8. 	 We have disclosed to you all significant deficiencies and material weaknesses in the design or operation of 

internal control over fmancial reporting. We understand that a material weakness is a deficiency, or 
combination of deficiencies, in internal control over fmancial reporting, such that there is a reasonable 

possibility that a material misstatement of the Company's annual or interim financial statements will not 
be prevented or detected on a timely basis. A significant deficiency is a deficiency, or a combination of 

deficiencies, in internal control over fmancial reporting that is less severe than a material weakness, yet 
important enough to merit attention by those responsible for oversight of the Company's fmancial 
reporting. 

9. 	 Except for the matters discussed in the introductory paragraphs of this letter and item 29, Management is 

not aware of fraud or suspected fraud affecting the Company involving management, employees who 
have significant roles in internal control, or others where the fraud could have a material effect on the 

interim fmancial statements. 

10. 	 We have communicated to you all allegations of fraud or suspected fraud affecting the Company received 
in communications from employees, former employees, analysts, regulators , short sellers or others. 

1 1 .  	The Board has established a Fac ility Strategic Review Committee which will be reviewing various 
strategic alternatives in respect of certain facilities on both a jurisdictional and individual basis. As the 
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Co�ttee has not to dafe commenced this review, the Company has no plans or intentions that may 
matertally affect the carrymg value or classification of assets and liabilities. 

12. 	Related party relationships and transactions and related amounts receivable or payable, including sales, 
purchases, loans, transfers, leasing arrangements and guarantees have been properly recorded or disclosed 

in the interim fmancial statements. 

We understand that "related parties, include (1) affiliates of the entity; (2) entities for which investments 
in their equity securities would be required to be accounted for by the equity method by the investing 
entity; (3) trusts for the benefit of employees, such as pension and profit-sharing trusts that are managed 

by or under the trusteeship of management; (4) principal owners of the entity and members of their 
immediate families; and (5) management of the entity and members of their immediate families. 

Related parties also include (1) other parties with which the entity may deal if one party controls or can 
significantly influence the management or operating policies of the other to an extent that one of the 
transacting parties might be prevented from fully pursuing its own separate interests; and (2) other parties 
that can significantly influence the management or operating policies of the transacting parties or that 
have an ownership interest in one of the transacting parties and can significantly influence the other to an 
extent that one or more of the transacting parties might be prevented from fully pursuing its own 

separate interests. 

13. Guarantees, whether written or oral, under which the Company is contingently liable have been properly 
recorded or disclosed in the interim fmancial statements . 

14. Significant estimates and material concentrations known to management that are required to be disclosed 
in accordance with FASB Accormting Sta1zdards CodijicationTM (ASq 275, Rirks and Uncertainties, are properly 

disclosed in the interim financial statements. 

Significant estimates are estimates at the balance sheet date which could change materially within the next 
year. Concentrations refer to volumes of business, revenues, available sources of supply, or markets or 
geographic areas for which events could occur which would significantly disrupt normal fmances within 
the next year. 

15. 	Except for the matters discussed in the introductory paragraphs of this letter and item 29, Management is 

not aware of any information indicating that an illegal act, or violations or possible violations of any 
regulations, has or may have occurred, whether or not perceived to have a material effect on the Interim 
Financial Statements or as a basis for recording a loss contingency. 

There are no unasserted claims or assessments that our lawyer has advised us are probable of assertion 
and must be disclosed in accordance with ASC 450, Contingmcies. 

There are no other liabilities or gain or loss contingencies that are required to be accrued or disclosed by 

ASC 450. 

16. 	The Company has satisfactory title to all owned assets, and there are no liens or encumbrances on such 
assets nor has any asset been pledged as collateral, other than what has been disclosed. 
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17. 	Subject to the further discussion in item 29 below, the Company has complied with all aspects of 
contractual agreements that would have a material effect on the interim fmancial statements in the event 

of a noncompliance. 

18. 	The methods and significant assumptions used to determine fair values of fmancial instruments are as 


follows: 


The Company considers the carrying amount of cash and cash equivalents, accounts receivable and 
accounts payable to approximate fair value because of the short maturities of these fmancial instruments. 

The fair value of the debt instruments are based on the approximate borrowing rates currently available 

to the Company for debt equal to the exis ting maturities. Investment securities are recorded at fair value 
based on quoted market prices using public information for the issuers. 

The methods and significant assumptions used have been consistently applied and result in a measure of 
fair value appropriate for financial measurement and disclosure purposes. In addition, to the best of our 
knowledge and belief, there have been no subsequent events through the date of this letter that would 

require adjustment to the fair value measurements and disclosures included in the interim financial 

statements. 

19. 	Arrangements with fmancial institutions involving compensating balances or other arrangements 

involving restrictions on cash balances, line of credit, or similar arrangements have been properly 

disclosed. 

20. 	Capital stock repurchase options or agreements or capital stock reserved for options, warrants, 
convers ions, or other requirements have been properly disclosed. 

21 . 	Management believes that the assumptions used in the projections of the future taxable income that 

support realization of the Company's deferred tax assets are reasonable and consistent with its public 

disclosures or statements. 

22. 	Tax planning strategies included in the Company's analysis of the realizability of its deferred tax assets are 
actions that management would take to realize a tax benefit for deductible temporary differences and 

carry forwards. 

23. 	We believe that the accrual for bonuses recorded as of June 30, 20 12 is adequate and reasonable. 

24. 	Receivables recorded in the fmancial statements represent valid claims against debtors for services or 

other charges arising on or before the balance sheet date and appropriate reserves have been provided to 
account for their es timated net realizable value. 

25. 	The asset retirement obligation is being accreted to management's best estimate of fair value as of June 
30, 2012. 

26. 	No events have occurred subsequent to the balance sheet date and through the date of this letter that 

would require recognition or disclosure in the aforementioned interim fmancial statements or the 
previous year's annual fmancial statements, except as disclosed in Note • of IFS. 
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s 

all noti fications , agreements, contracts or 

c. 

d. 

27. 1l1ere have been no changes in internal control over financial reporting or other factors that might 
significantly affecr internal control over financial reporting, including corrective actions raken by 

management with regard to significant deficiencies and material weaknesses, subsequent to the balance 
sheet date and tl1rough tl1e dare of this lerter. 

28. PLACEHOLDER (to be tweaked upon final accounting): The cost associated with tl1e Ventas purchase 
have been allocated based on appraisals, with tl1e remainder representing a settlement of li tigation and 

lease termination fees. 

29. 1l1e Company operates a number of facilities which it fo rmerly leased from Ventas. 	 With regard to tl1ese 
leased facilities: 

othct· documenrarion in 

connection with notices to revoke the faci lities' operating licenses. 1l1e corresponding 
communications between Ventas and the Company are properly summarized as to chronology 
and content in tl1e attached memorandum ("Ventas Memo'') through April 26, 2012. Our 

a.  	 We have disclosed to you 

attorneys have advised us that as of March 3 1 ,  2012 any events of default which have arisen are 

not actionable. In addition, as of March 31,  2012, the Company had not been notified by Ventas 
that it was their intention to take any action, otl1er than to reserve tl1eir righ ts under the lease 

regarding tl1e leased facilities. 

b. 	 On i\l!a}' 9, 2012, the Comp;my received a letter from Ventas asserting additional covenant 

violations under the terms of the lease and Venras an1ended its ftlings to include certain of these 
matters on May 10, 2012. The disclosures in the financial statements for the period ended March 
3 1 ,  2012 appropriately describe this marrer. 

Separately nmd under the direction of me Comp<my's Audit Committee, the Compėmy is involved 

in an investigation of certain marrers associated witl1 tl1e Ventas lease covenants. We are not 

aware of any matters that have been discovered in the investigation, through the date of mis 

letter, that would cause us to believe the March 3 1 ,  2012 or previously issued financial statements 

are not in accordance witl1 US GAAP. 

Based on the facts described above and tl1e attached memorandum and guidance as provided i.n 
ASC 450, Contingencies, :md J\SC 420, Exit or Disposal Cost Obligations, accrual of costs associated 
with defaults under the lease, if any, is not appropriate at March 3 1 ,  2012. 

e. 	 We have made available to you: 

(1) all materials ftled by and correspondence between tl1e Company and Ventas and tl1eir 
respective counsel pertaining ro an action commenced by Ventas in respect of tl1e Ventas 
lease captioned Ventas Rca!t:J', Limited Partnershpi 11. ALC Cl/i\IIA, LLC, et a/., 12-cv-031 07 
(and as at the date of mis lerrer terminated), and 

(2) copies of all written notices from and correspondence to and from tl1e Company nmel the 
regulatory bodies of various Stares relating to the operation or conduct of the fac ilities in 

\VSLevl\059226\00001\ 8062278\'35 

ALC_SEC00120693Confidential Treatment Requested by Assisted Living Concepts, LLC. 



respect of alleged non-compliance by the Company in connection with licensing, statutory or 
regulatory matters. 

30. The Company confirms it has previously sent you a letter dated June 13, 201 2  from the Securities and 

Exchange Commission. 


Very truly yours, 

ASSISTED LIVING CONCEPTS, INC. 

Charles H. Roadman II, 1viD C'Roadman") 

President and Chief Execu tive Officer provided that it is unders tood that in respect of the last sentence, third 

paragraph of the first page and the last sentence of paragraph number 3 on page 2, Roadman (a) is not 

included in the term "Management", and (b) has no knowledge of the matters referred to therein. 


John Buono 

Senior Vice President, Chief Financial Officer and Treasurer 


Walter Levonowich, Vice President and Corporate Controller, subject to my limited knowledge as to the 

topic of the Company's lease with Ventas, including but not limited to Paragraph 29 of this letter, and the last 

sentence of the third paragraph of this letter which is based solely upon management's prior communications 

with Ventas regarding such practices and communications from Quarles and Brady, the Company's counsel. 
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From: 
Sent: 

To: 
Subject: 

Attach: 

Roadman, Charles 

Saturday, November 3, 2012 1:51 PM 

Alan Bell 

FW: Management Rep Letter 

November 2012 mgmt rep letter(1).doc; ATIOOOOl..htm; Change-Pro Red l ine ­

November 2012 mgmt rep letter(2) and November 2012 mgmt rep letter(1).doc; 

ATI00002 .. htm 

Alan, sorry to dribble this in on you. This may help in the history 

chip 

. ... .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ......................... . . . . .  . . . . . . . . . . . .  

From: Charles Road man 

. . .  . . . . . . . . . . . .  . . .  . . . . . . . . . . . . . . . . . . .. . . . . . ...... . . . . . . ...... . . . . . .. .. . ... .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . .. . . . . . . . . . . . 

Date: Friday, November 2, 2012 12:13 PM 

To: "Roadman, Charles" 

Subject: Fwd: Management Rep Letter 

CHIP 

Sent from my iPhone 

Charles H. Roadman I I ,  M D  

Lt. General USAF (Ret 

Begin forwarded message: 

From: "Arena, Thomas" 

Date: November 2, 2012, 9:12:16 CDT 

To: 

Subject: Management Rep Letter 

Malen: Attached is a clean version of the revised management rep letter and a red l ine showing changes 

from the original Grant Thornton draft. Best, Tom 

Milbank 
Liti gati on 
Thomas A. Arena 

= = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = =  

EXHIBIT 

IRS Circular 230 Disclosure: U.S. federal tax advice in the foregoing message fro m Milbank, Tweed, Hadley 
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& McCloy LLP is not intended or written to be, and cannot be used, by any person for the purpose of 
avoiding tax penalties that may be imposed regarding the transactions or matters addressed. Some of that 
advice may have been written to support the promotion or marketing of the transactions or matters 
addressed within th e meaning of I RS Circular 230 , in which case you should seek advice based on your 
particular circumstances from an independent tax advisor. 
============================================================== 

This e-mail message may contain legally privileged and/or confidential information. If you are not the 
intended recipient(s), or th e emp loyee or agent responsible for delivery of this message to the intended 
recipient(s) , you are hereby notified that any dissemination, distribution or copying of this e-mail message is 
strictly prohibited. If  you have received this message in error, please immediately notify the sender and 
delete this e-mail message from your computer. 
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November 6, 2012 

Grant Thornton LLP 

Dear Sir or Madam: 

We are providing this letter in connection with your review of the consolidated interim fmancial statements of 
Assisted Living Concepts, Inc. and its subsidiaries (collectively, the "Company,) as of September 30, 2012 
and December 31, 20 1 1  and for each of the three months and nine months ended September 30, 20 12 and 
201 1 r'Interim Financial Statements, or "IFS'¹ for the purpose of determining whether any material 
modifications should be made to the consolidated interim fmancial statements for them to conform with 
accounting principles generally accepted in the United States of America r'US GAAP'¹. We understand that 

your review was made in accordance with the Public Company Accounting Oversight Board's r'PCAOB'¹ 
standards applicable to reviews of interim fmancial information . We confirm that we are responsible for the 
fair presentation in the consolidated interim fmancial statements of financial position, results of operations, 
and cash flows in conformity with US GAAP. We also acknowledge our responsibility for establishing and 
maintaining effective internal control over fmancial reporting, including designing and implementing 
programs and controls to prevent and detect fraud. 

Certain representations in this letter are described as being limited to matters that are material. Items are 

considered to be material, regardless of size, if they involve an omission or misstatement of accounting 

information that, in light of the surrounding circumstances, makes it probable that the judgment of a 
reasonable person relying on the information would be changed or influenced by the omission or 
misstatement. 

We confirm, to the best of our knowledge and belief, as of November 6, 2012, the following representations 

made to you during your review. TI1ese representations are subject to matters disclosed in the Company's 
materials filed with the Securities and Exchange Commission since January 1, 2012 including Form 12(b)-25 
and Reports on Form 8-K and the matters disclosed or included in the Company's Reports on Form 10-Q, as 
well as items oudined within this letter. We also note that, as publicly disclosed, the Company's Audit 
Committee initiated an investigation of possible irregularities relating to the Company's former lease with 
Ventas . This investigation was conducted under the direction of the Board of Directors of the Company. 
tv'lanagement is aware that units leased to employees at facilities subject to the Ventas lease were treated as 
bona fide rentals by third parties; however, management does not believe that this practice or management's 

or employees' involvement in such practice involve irregularities. 

We further note, as publicly disclosed, that on May 29, 2012, the Board of Directors terminated the 

employment of Laurie Bebo as CEO for cause. On June 29, 2012, Ms. Bebo initiated an arbitration 
proceeding against the Company disputing the existence of cause for her termination and alleging that she is 
entided to more than $2.4 million in severance pay and other termination benefits because her termination 
was without cause. The Company learned, on or about October 15, 2012, that on July 26, 2012, Ms. Bebo 

filed a purported Sarbanes-Oxley whisdeblower complaint with the Department of Labor, alleging that her 

Confidential Treatment Requested by Assisted Living Concepts, LLC. ALC _SEC00253550 



termination was in retaliation for her suggestion that the Company disclose that the reason for the delay in its 
earnings report and earnings callƶ announced on May 3Ʒ 2012, was the above-described litigation with Ventas. 

The Company has responded to Ms. Bebo's claim in arbitration, denying the material allegations of 
Ms. Bebo's demand. In its response to Ms. Bebo's whistleblower complaint to the Department of Labor, 
which is due by December 5, 2012, the Company intends to assert that Ms. Bebo's complaint is without 
merit. 

1 .  	 The interim financial stltements referred to above have been prepared and are fairly presented in 

conformity with US GAAP applicable to interim fmancial statements. 

2. 	 We have made available to you all: 

a. 	 Financial records and related data. 

b. 	 Minutes of the meetings of stockholders, directors and committees of directors, or summaries of 
actions of recent meetings for which minutes have not yet been prepared. All significant board and 

committee actions are included in the summaries. 

3. 	 Except for the following, there have been no communications, written or oral, from regulatory agencies 
or others concerning noncompliance withÿ or deficiencies in, financial reporting practices: The SEC 
wrote to the Company on June 13, 2012, August 2, 2012, and October 16, 2012, and has subpoenaed 
certain documents from the Company; the Company has had subsequent communications with the SEC 
as described in Paragraph 28, below; and the Company has received a whistleblower letter dated May 2, 
2012, and the whistleblower complaint from Ms. Bebo dated July 25, 2012. 

4. 	 No amount of the accounting support fees assessed by the Public Company Accounting Oversight Board 
is past due. 

5. 	 There are no material transactions that have not been properly recorded in the accounting records 
underlying the interim fmancial statements. 

6. 	 We believe that the effects of the uncorrected financial statement misstatements, including omitted 

disclosures, aggregated by you during the current review engagement and pertaining to the interim 
periods in the current yearÿ as summarized in the accompanying schedule, are immaterial , both 

individually and in the aggregate, to the interim fmancial statements taken as a whole. 

7. 	 There were no significant changes in the design or operation of internal control over fmancial reporting, 
as it relates to the preparation of annual as well as interim financial information, that have occurred 
subsequent to December 31, 201 1 .  

8. 	 We have disclosed to you all significant deficiencies and material weaknesses in the design or operation of 

internal control over financial reporting. We understand that a material weakness is a deficiency, or 
combination of deficiencies, in internal control over fmancial reporting, such that there is a reasonable 
possibility that a material misstatement of the Company's annual or interim financial statements will not 
be prevented or detected on a timely basis. A significant deficiency is a deficiency, or a combination of 
deficiencies, in internal control over fmancial reporting that is less severe than a material weakness, yet 
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impoeant enough to merit attention by those responsible for oversight of the Company's fmancial 

reportmg. 

9. 	 Except for the matters referred to in the introductory paragraphs of this letter, management (i) is not 

aware of fraud or suspected fraud affecting the Company involving management, employees who have 

significant roles in internal controls, or others where the fraud could have a material effect on the interim 

fmancial statements; and (it) has no knowledge of any allegations of fraud or suspected fraud affecting the 

Company received in communications from employees, former employees, analysts, regulators, short 

sellers or others. 

10. 	The Board has established a Facility Strategic Review Committee which is reviewing various strategic 

alternatives in respect of certain facilities on both a geographic and individual basis. Except as previously 

disclosed, the Company has not finalized, nor has the board approved, plans or intentions that may 

materially affect the carrying value or classification of assets and liabilities .  

1 1  . 	We believe there is  no virtual certainty that debt covenants will be violated in future interim or annual 

periods which would make obligations callable if not cured or waived by the lender. 

12. 	Related party relationships and transactions and related amounts receivable or payable, including sales, 

purchases, loans, transfers, leasing arrangements and guarantees have been properly recorded or disclosed 

in the interim financial statements. 

We understand that "related parties" include (1) affiliates of the entity; (2) entities for which investments 

in their equity securities would be required to be accounted for by the equity method by the investing 

entity; (3) trusts for the benefit of employees, such as pension and profit-sharing trusts that are managed 

by or under the trusteeship of management; (4) principal owners of the entity and members of their 

immediate families; and (5) management of the entity and members of their immediate families. 

Related parties also include (1) other parties with which the entity may deal if one party controls or can 

significantly influence the management or operating policies of the other to an extent that one of the 

transacting parties might be prevented from fully pursuing its own separate interests; and (2) other parties 

that can significantly influence the management or operating policies of the transacting parties or that 

have an ownership interest in one of the transacting parties and can significantly influence the other to an 

extent that one or more of the transacting parties might be prevented from fully pursuing its own 

separate interests. 

13. 	Guarantees, whether written or oral, under which the Company is contingently liable have been properly 

recorded or disclosed in the interim financial statements. 

14. 	Significant estimates and material concentrations known to management that are required to be disclosed 

in accordance with FASB Accounting Standards Codijicatio1irM (ASq 275, Risks and Uncertainties, are properly 

disclosed in the interim fmancial information statements. 

Significant es timates are estimates at the balance sheet date which could change materially within the next 
year. Concentrations refer to volumes of business, revenues, available sources of supply, or markets or 

geographic areas for which events could occur which would significantly disrupt normal fmances within 

the next year. 
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15. Except for the matters discussed in the introductory paragraphs of this letter, Management is not aware 
of any information indicating that an illegtil act, or violations or possible violations of any regulations, has 

or may have occurred, whether or not perceived to have a material effect on the interim financial 
statements or as a basis for recording a loss contingency. 

There are no unasserted claims or assessments that our lawyer has advised us are probable of assertion 

and must be disclosed in accordance with ASC 450, Contingencies, other than what has been disclosed. 

There are no other liabilities or gain or loss contingencies that are required to be accrued or disclosed by 
ASC 450. 

16. The Company has satisfactory title to all owned assets, and there are no liens or encumbrances on such 
assets nor has any asset been pledged as collateral, other than what has been disclosed. 

17 .  The Company has complied with all aspects of contractual agreements that would have a material effect 
on the interim financial or statements in the event of a noncompliance. 

18.  The methods and significant assumptions used to determine fair values of financial instruments are as 

follows: 

The Company considers the carrying amount of cash and cash equivalents, accounts receivable and 

accounts payable to approximate fair value because of the short maturities of these fmancial instruments. 
1be fair value of the debt instruments are based on the approximate borrowing rates currently available 
to the Company for debt equal to existing maturities. Investment securities are recorded at fair value 
based on quoted market prices using public information for the issuers. 

The methods and significant assumptions used have been consistently applied and result in a measure of 

fair value appropriate for fmancial measurement and disclosure purposes. In addition, to the best of our 
knowledge and belief, there have been no subsequent events through the date of this letter that would 
require adjustment to the fair value measurements and disclosures included in the interim ftnancial 
statements. 

19. Arrangements with financial institutions involving compensating balances or other arrangements 
involving restrictions on cash balances, lines of credit, or similar arrangements have been properly 

disclosed. 

20. Capital stock repurchase options or agreements or capital stock reserved for options, warrants, 

conversions, or other requirements have been properly disclosed. 


21 . 	Management believes that the assumptions used in the projections of the future taxable income that 
support realization of tl1e Company's deferred tax assets are reasonable and consistent with its public 

disclosures or statements. 

22. Tax planning strategies included in the Company's analysis of the real izability of its deferred tax assets are 
actions that management would take to realize a tax benefit for deductible temporary di fferences and 

carry forwards. 
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23. 	We believe that the accrual for bonuses recorded as of September 30, 2012 is adequate and reasonable. 

24. 	Receivables recorded in the fmancial statements represent valid claims against debtors for services or 

other charges arising on or before the balance sheet date and appropriate reserves have been provided to 
account for their es timated net realizable value. 

25. 	The asset retirement obligcttion is being accreted to managemenes best estimate of fair value of 
September 30, 201 2. 

26. 	No events have occurred subsequent to the balance sheet date and through the date of this letter that 

would require recognition or disclosure in the aforementioned interim fmancial statements or the 
previous year,s annual fmancial statements, except as disclosed in Other Information of IFS. 

27. 	There have been no changes in internal control over fmancial reporting or other factors that might 
significantly affect internal control over financial reporting, including corrective actions taken by 
management with regard to significant deficiencies and material weaknesses, subsequent to the balance 

sheet date and through the date of this letter. 

28. 	lne Company confirms it has previously sent you letters dated June 1 3, 201 2, August 2, 201 2, and 

October 16, 20 12 from the Securities and Exchange Commission (SEq, and their respective 

attachments. Counsel for the Company have participated in one meeting, and in a number of electronic 
and oral communications, with the SEC regarding the subject matter of the foregoing correspondence. 

29. 	The Company,s investigation of possible irregularities referred to in the third paragraph of this letter has 
been concluded. The Board has not reported to management any modifications that should be made to 
the Company,s previously issued financial statements or disclosures related thereto for any period based 

on the results of the investigation. 

Very truly yours, 

ASSISTED LIVING CONCEPTS, INC. 

Charles H Roadman II, MD (''Roadmann) 

President and Chief Executive Officer provided that it is understood that in respect of the last sentence, third 

paragraph of the ftrst page, Roadman (a) is not included in the term ":Management", and (b) has no personal 

knowledge of the matters referred to therein. 


John Buono 

Senior Vice President, Chief Financial Officer and Treasurer 
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Walter Levonowich, Vice President and Corporate Controller, subject to my limited knowledge as to the 
topic of the Companis lease with Ventas, including but not limited to the last sentence of the third paragraph 
of this letter which is based solely upon managements prior communications with Ventas regarding such 
practices and communication from Quarles and Brady, the Company's counsel . 
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representa-tioorepresentations 

We furtber note. as publicly disclosed. that on May 29. 2012. tbe Board ofDirectors terminated tbe 

employment_of.La.urie_Bebo_as _CEO_.for.cause OnJune.29., 20.12,_Ms 

P.!'Q஛e.c!linugஜtiD§.஝ .. du஗J஘ஙசU'QP.tUJY. . .d.i.§pgg_g_g tP' �?.'!i.§teQ.��--g( �flP.§J;..f.Qt bf;.�J�OD.iQ3..lt9P. _3..PcJ..3l'�gig.g.. 
that .she is entided mo.re. than_$2A million.in. sev�raoc_e .. pf!Y.Aild.o.tber._terminati.OJt b஖ne.fi.ts he.caus.e 

l! -̓̔ ---·ʾ .mumu:i.PA . .w�.�---wid.!q.�.t-��:q!��-·-·-·T.b.�._._c_g_mp_��r--_b;_�.m.�-d�.--��--9.�--.3.-b-P..�l-_Q.�-�.Q.ஓl-_15 .... ... tb.ஔl-:கut 
July 26. 2012, Ms Bebo filed a purported Sarbanes-Oxley wbisdeblower complaint with the 

November 6, 2012 

Grant Thornton LLP 

Dear Sir or Madam: 

We are providing this letter in connection with your review of the consolidated interim fmancial statements of 
Assisted Living Concepts, Inc. and its subsidiaries (collectively, the "Compani) as of September 30, 2012 
and December 31, 201 1 and for each of the three months and nine months ended September 30, 20 12 and 

201 1 (''Interim Financial Statements, or "IFS') for the purpose of determining whether any material 
modifications should be made to the consolidated interim fmancial statements for them to conform with 

accounting principles generally accepted in the United States of America f'US GAAP'). We understand that 
your review was made in accordance with the Public Company Accounting Oversight Board's f'PCAOB') 
standards applicable to reviews of interim financial information. We confirm that we are responsible for the 
fair presentation in the consolidated interim fmancial statements of fmancial position, results of operations, 
and cash flows in conformity with US GAAP. We aJso acknowledge our responsibility for establishing and 
maintaining effective internal control over fmancial reporting, including designing and implementing 
programs and controls to prevent and detect fraud. 

Certain representations in this letter are described as being limited to matters that are material . Items are 

considered to be material, regardless of size, if they involve an omission or misstatement of accounting 
information that, in light of the surrounding circumstances, makes it probable that the judgment of a 
reasonable person relying on the information would be changed or influenced by the omission or 
misstatement. 

We confirm, to the best of our knowledge and belief, as of November 6, 2012, the following representations 
made to you during your review. Titese are subject to matters disclosed in the 
Company's materials ftled with the Securities and Exchange Commission since January 1 ,  2012 including 

Form 12(b)-25 and Reports on Form 8-K and the matters disclosed or included in the Company's Reports on 
Form 10-Q, as well as items outlined within this letter. We also note that, as publicly disclosed, the 
Company's Audit Committee initiated an investigation of possible irregularities relating to the Companis 
former lease with Ventas. This investigation was conducted under the direction of the Board of Directors of 
the Company. Management is aware that units leased to employees at facilities subject to the Ventas lease 
were treated as boaa.ftdeho.naJide rentals by third parties; however, management does not believe that this 

practice or management's or employees' involvement in such practice involve irregularities. 

.• . .  • . .B_ebo. .initiated_an .arbitration_ 

. ..to.. .. 

_ʁ 0.-U._ 
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elated April 3, 2912 ffom l'\lftfl Bell, Re: ALG De·;elopmeats, iaelieatioas were maele that the 

eertifieates \Vere-appmpriilte-ttntler-thc tefffl5 of TbஒSEC._w.tot.e th.e. Comp.an:y .oaJune 
lJ •. 2fl -˂˃ l ,˄__2Q_˅  •. agfi _ _Qc�.9.b�! l§.,_,�_l6,..!nd.A@SJjDIUt9.f:.l!a«;f{_t;:e.ttain {fOfJJJJ].eQts f{f�m t{J� 
Companv; the Company bas bad subsequent communications with the SEC as described in 
J!Jlr.ʭgrMJJLʮ.,.l!ʯJ.g}Y"L3.!l<J . .., .CɦʲkQ.IDP..3P.Y.Jr.3.1.! Cɻjn;!J. ... 1J.w.hiy !J. .bl91Y J̒  . .ttʨ.ʩʪʫtl;!i..,.Mll.y.2,.1.()ʬ_, .. 

and.tbe . .whis.tleblowea:.coumJaint.from.Ms....B.ebo..dated.Jufx.25...20l2 .. 

a. 

b. 

1. 	 The interim financial statements referred to above have been prepared and are fairly presented in 

conformity with US GAAP applicable to interim fmancial statements . 

2. 	 We have made available to you all: 

Financial records and related data. 

Minutes of the meetings of stockholders, directors and commi ttees of directors, or summaries of 

actions of recent meetings for which minutes have not yet been prepared. All significant board and 

committee actions are included in the summaries. 

3. 	 Except for the following, there have been no communications, written or oral, from regulatory agencies 
or others concerning noncompliance with, or deficiencies in, financial reporting practices¥···lfl·-a·mel'l\6-· 

-./:-eempliSfle-e-ecffifieste·re:-patieflt:·feventJe·is-clestiy·wfeag:0!-MilflagemCflt:·eelieves·that:·these· 
t:he-lesse=஑... ..to.. . . 

4. 	 No amount of the accounting support fees assessed by the Public Company Accounting Overs ight Board 
is past due. 

5. 	 There are no material transactions that have not been properly recorded in the accounting records 

underlying the interim fmancial statements. 

6. 	 We believe that the effects of the uncorrected financial statement misstatements, including omitted 
disclosures, aggregated by you during the current review engagement and pertaining to the interim 
periods in the current year, as summarized in the accompanying schedule, are immaterial, both 

individually and in the aggregate, to the interim fmancial statemen ts taken as a whole. 

7. 	 There were no significant changes in the design or operation of internal control over fmancial reporting, 

as it relates to the preparation of annual as well as interim fmancial information, that have occurred 

subsequent to December 31 ,  2011 .  

8. 	 We have disclosed to you all significant deficiencies and material weaknesses in the design or operation of 
internal control over fmancial reporting. We understand that a material weakness is a deficiency, or 
combination of deficiencies, in internal control over fmancial reporting, such that there is a reasonable 
possibility that a material misstatement of the Company's annual or interim financial statements will not 
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P..3mgraphf?_ of tb.ltt teuer,_ 
management li) 

i-ʥ!Ut.fiu . .b.ʣʤ 
10. E"eept for the matters referretl to in the mtfoauetory paragntph of this letter, we have 

10. 
jttrtsaietieflaJ.geogr.aphi² 

Gemmittee·h-as·flet·te·clate·<::ompletcd··this·review0xs;ep!.fJS.JlD;yi_QJUil.Y .. di.§£.lPJ!ʦ.d., 

.. r.e. fe ned .. to. .in .. 

management, employees who have significant roles in internal control s, or others where the fra ud could 
have a material effect on the interim financial statements:-

be prdvected ob detected on a timely basis. A significant deficiency is a deficiency, or a combination of 
_�efic1enc1es, m mtemal control over fmancial reporting that is less severe than a material weakness, yet 

1mpoat enough to merit attention by those responsible for oversight of the Company's fmancial 

reportmg. 

Msaagctneftt'·Eஏஐep.t.fo.:.!he..ma.tte.rs the..intr.oduʧ.tQcy.
is not aware of fraud or suspected fraud affecting the Company involving 

9 · 

no knowledge of 
any allegations of fraud or suspected fraud affecting the Company received in communications from 
employees, former employees, analysts, regulators, short sellers or others. 

tl-:·The Board has established a Facility Strategic Review Committee which is reviewing various strategic 
alternatives in res pect of certain facilities on both a and individual basis. As-tfle.. 

the Company has not 
fmalized, nor has the board approved, plans or intentions that may materially affect the carrying value or 
classification of assets and liabilities. 

11. 	 ³We believe there is no virtual certainty that debt covenants will be violated in future interim or annual 
periods which would make obligations callable if not cured or waived by the lender. 

12.. 	&Related party relationships and transactions and related amounts receivable or payable, including 
sales, purchases, loans, trans fers, leasing arrangements and guarantees have been properly recorded or 

disclosed in the interim fmancial statements. 

We understand that "related parties" include (1) affUiates of the entity; (2) entities for which investments 

in their equity securities would be required to be accounted for by the equity method by the investing 
entity; (3) trusts for the benefit of employees , such as pension and profit-sharing trusts that are managed 
by or under the trusteeship of management; (4) principal owners of the entity and members of their 
immediate families; and (5) management of the entity and members of their immediate families. 

Related parties also include (1) other parties with which the entity may deal if one party controls or can 
significandy influence the management or operating policies of the other to an extent that one of the 
transacting parties might be prevented from fully pursuing its own separate interests; and (2) other parties 

that can significandy influence the management or operating policies of the transacting parties or that 
have an ownership interest in one of the transacting parties and can significandy influence the other to an 
extent that one or more of the transacting parties might be prevented from fully pursuing its own 

separate interests. 

llt, 	t4.-Guarantees, whether written or oral, under which the Company is contingendy liable have been 
properly recorded or disclosed in the interim financial statements. 
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ʡ -!§:··Significant estimates and material concentrations known to management that are required to be 
disclosed in accordance with FASB Accounting Standards CodijicationTM (ASq 275, Risks and Uncertainties, 

are properly disclosed in the interim financial information statements. 

Significant estimates are estimates at the balance sheet date which could change materially within the next 
year. Concentrations refer to volumes of business, revenues, available sources of supply, or markets or 
geographic areas for which events could occur which would significantly disrupt normal fmances within 
the next year. 

Ƹ !-&-Except for the matters discussed in the introductory paragraphs of this letter, Management is not 
aware of any information indicating that an illegal act, or violations or possible violations of any 
regulations, has or may have occurred, whether or not perceived to have a material effect on the interim 

financial statements or as a basis for recording a loss contingency. 

There are no unasserted claims or assessments that our lawyer has advised us are probable of assertion 
and must be disclosed in accordance with ASC 450, Contingencies, other than what has been disclosed. 

There are no other liabilities or gain or loss contingencies that are required to be accrued or disclosed by 

ASC 450. 

ʢ Ā-'7-.-The Company has satisfactory title to all owned assets, and there are no liens or encumbrances on 

such assets nor has any asset been pledged as collateral, other than what has been disclosed. 

_1k 	!-&-The Company has complied with all aspects of contractual agreements that would have a material 
effect on the interim fmancial or statements in the event of a noncompl iance. 

ʠ Ā-9-:-The methods and significant assumptions used to determine fair val ues of financial instruments are as 
follows: 

The Company considers the carrying amount of cash and cash equivalents, accounts receivable and 
accounts payable to approximate fair value because of the short maturities of these fmancial instruments. 
The fair value of the debt instruments are based on the approximate borrowing rates currently available 
to the Company for debt equal to existing maturities. Investment securities are recorded at fair value 
based on quoted market prices using public information for the issuers. 

The methods and significant assumptions used have been consistently applied and result in a measure of 
fair value appropriate for fmancial measurement and disclosure purposes. In addition, to the best of our 
knowledge and belief, there have been no subsequent events through the date of this letter that would 
require adjustment to the fair val ue measurements and disclosures included in the interim financial 
statements. 

12.எ 	 ƹArrangements with financial institutions involving compensating balances or other arrangements 

involving restrictions on cash balances, liflelj_g�§ of credit, or similar arrangements have been properly 

disclosed. 

z.o.. 	ƺ";'"'Capital stock repurchase options or agreements or capital stock reserved for options, warrants, 
conversions, or other requirements have been properly disclosed. 
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and October 16, 

adclitioaal,.=>-g_!l_,_._tP.?it .. .r.e�P.- :!1iY" ... -@tmA.b.m£.p!§_._.=-C.:9.Y.@!e.IJ.Qt.JiBC-C.QmP.J!P..X...l!l\D,P.3..E1igD.Fʔ-iA.QD.G 

Pl!!ʜtlP.&-A!t4..iD .. 3.JliJJDIJ.஍ .. t._of.ʝtʞ.c_trQQic; 3:9.d.9.r;\J SEC_Jega.rdimt.Jb�. 

s.ub.jec;.tmatte.r..of th'foregoing.cone.spondence 

Bifeet6fsA----\Ve--are-1let--awafe·-eCIJAeJlgtJ.rctb.ll§ .. Q�.l�RQltt;_d _tg u.l3.1J3&e.ro.e.DJ 

¾ 2¿:-·Management believes that the assumptions used in the projections of the future taxable income that 
support realization of the Company's deferred tax assets are reasonable and consistent with its public 

disclosures or statements. 

ʘ ¯Tax planning strategies included in the Company's analysis of the realizability of its deferred tax assets 
are actions that management would take to -reali2eclr�!!li&:� a tax benefit for deductible temporary 

differences and carry forwards. 

ʖ 24-We believe that the accrual for bonuses recorded as of September 30, 20 12 is adequate and 

reasonable. 

ʕ 25-:-Receivables recorded in the financial statements represent valid claims against debtors for services or 
other charges arising on or before the balance sheet date and appropriate reserves have been provided to 

account for their estimated net realizable value. 

25. 	À:-The asset retirement obligation is being accreted to management's best es timate of fair value of 
September 30, 2012. 

@ :2=1:-No events have occurred subsequent to the balance sheet date and through the date of this letter that 

would require recognition or disclosure in the aforementioned interim fmancial statements or the 

previous year's annual financial statements, except as disclosed in Other Information of IFS. 

7:L 28:--There have been no changes in internal control over financial reporting or other factors that might 

significantly affect internal control over fmancial reporting, including corrective actions taken by 
management with regard to significant deficiencies and material weaknesses, subsequent to the balance 
sheet date and through the date of this letter. 

ʚB.ʛ ÁThe Company confirms it has previously sent you letters dated June 13, 2012-aml1 August 2.... ʙU.... 
2012 from the Securities and Exchange Commission (SEC):·--We-1-lave·oot-rceeived-ʟy-· 

corrununications-f-r� the 

.. 

ʗ 30-.-The Company's investigation of possible irregularities referred to in the third paragraph of this letter 

has been preliminafil-y-concluded-ami-a-·pr-esentatien-has-becfl-matle·t-e-tbe-tempany!s-Beafti.-ef· 
any modifications that 

should be made to the Company's previously issued fmancial statements or disclosures related thereto for 

any period based on the results of the investigation. 

Very truly yours, 

t\SSH-EDAS.SJ.S.TJ:.'tD. LIVING CONCEJ.YfS, INC. 
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p.ronde.d unde.rstao.d-that.ia.r.espe.ct_of_theJas.u.e.o.teuce.,. 

tl!i.td...P.!U3gr�,_g_(-!b_�,.(�g_tp�g�� .. Rq!\ʍ .... (t\lJJ .. .RP.l . .blʐJY.d.£4_j_g,,ʑʒ--'"tʓ.nn .. !!ʎugs;.mʏgf!. ... aD.4Jb} .. 
has no personal knowledge of the matters referred to therein 

Charles H Roadman II, MD ('Roadman" ) 

President and Chief Executive Officer . .tbatJt.ia .. 


John Buono 
Senior Vice President, Chief Financial Officer and Treasurer 

Walter Levonowich, Vice President and Corporate Controller, subject to my limited knowledge as to the 
topic of the Company's lease with Ventas, including but not limited to the last sentence of the third paragraph 
of this letter which is based solely upon management's prior communications with Ventas regarding such 

practices and communication from Quarles and Brady, the Company's counsel. 
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UNITED STATES 

l a rk One) 

SECURITIES AND EXCHANGE COMM ISSION 
Washington, D.C. 20549 

Form 10-Q 
EXHIBIT 

0 QUARTERLY R E PORT PURSUANT TO SECTION 13 OR 1 5{d) OF T H E  SECU RITIES EXCHANGE 

ACT O F  1 934 

For the quarterly period ended September 30, 2012  

OR 

D TRANSITION REPORT PURSUANT TO SECTION 13  OR l S (d) OF THE SECU R ITIES EXCHANGE ACT 

OF 1 934 

For the transition period fro m  to 

Commission file number: 001-1 3498 

Assisted Living Concepts, Inc. 
(Ewct name of registrant as specified in its charte1) 

Nevada 

(Swte or ot!J erjurisdiction ofincoJporation or organization) 

W l 4 0  N8981 Lilly Road 

Menomonee Fulls, Wisconsin 

(Address ofprincipal executive offices) 

93-1 1 48702 
(I. R.S. Employer lden t(fication No.) 

5305 1  

(Zip Code) 

Registrant's telephone number, including area code: (262) 257-8888 

Indicate by check mark whether the registrant ( I )  has filed all repotts required to be filed by Section 1 3  or 1 5(d) of  the Securities 
l.:.xchange Act of 1 934 during the preceding 1 2  months (or fo r such shorter period that the registrant was required to file such 
reports), and (2) has been subject to such filing requirements for the past 90 days. Yes 0 N o D  

Indicate b y  check mark whether t h e  registrant has submitted electronically and posted on i t s  corporate Web site, i fany, every 
Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T duting the preceding 1 2  months 
(or lor such shorter period that the registrant was required to submit and post such files). Yes 0 NoD 

Indicate by check mark whether the registmnt is a large accelerated filer, an accelerated filer, a non-accelerated filer, or  a smaller 
reponing company. Sec the definitions o f " largc accelerated filer," '·accelerated fi ler" and "smaller reponing company" in Rule 
1 2b-2 of the Exchange Act. {Check one): 

Large accelerated filer D Accelerated filer 0 Non-accelerated filer D 

(Do not check i f  a smallerreporting company) 

Smaller rep01ting company 
0 

Indicate by a check mark whether the registrant is a shell company (as defined in Rule 1 2b-2 o f  the Exchange Act). Yes 0 No0 

As of October 3 1 ,  20 1 2, the Company had 20,072 , 1 22 shares of its Class A Common Stock, $0.0 I par value per share, outstanding 
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NOTES TO CONDENSED CON SOLID A TED FINANCIAL STATEMENTS 

1 2  . COMMITMENTS AND CONTINGENCIES 

We are invo lved in  various unresolved legal matters that arise in the nonnal course of operations, the most prevalent ofwhich 

re late to commercial contracts and premises and professional l iabil ity matters. Although the outcome of these matters cannot be 
predicted with certainty and favorable or unfavorable resolutions may affect the results of operations on a quarter-to-quarter basis, 
we believe that the outcome of such legal and other matters will  not have a material adverse effect on our consolidated financial 
position, resu lts of operations, or l iquidity.  

On Apri l 26,  20 1 2  , a lawsuit captioned Ventas Realty, Limited Partnership v .  A LC CVMA, LLC, et al . was fi led by Ventas in 
the Northern Di strict of Il l inois. In connection with the purchase ofthe 1 2  previously leased properties from Ventas Realty, this 
l i  tigation was tenninated on June 1 5  , 20 1 2  . 

The previously disclosed internal investigation being conducted by the Board ofDirectors has been comp leted. The Board has 

detennined not to take any action. 

On May 29 ,  20 1 2  , the Board ofD irectors tenninated Ms. Bebo 's employment as CEO for cause. On June 29,  20 1 2  , Ms. Bebo 
ini t iated an arbitration proceeding against ALC disputing the existence of cause for her tennination and alleging that she is entitled 
to more than $2.4 mi l l ion in severance pay and other tenni nation benefits because her termination was without cause. In addition, 
ALC learned, on or about October 1 5  , 20 1 2  , that on July 26, 20 1 2, Ms. Bebo filed a purported Sarbanes-Oxley whistleb lower 
complaint with the Department of Labor, alleging that her tennination was in retal iation for her suggestion that the Company 
disclose that the reason for the delay in its earn ings report and earnings call ,  announced on May 3 ,  20 1 2  , was the above-described 
l i  tigation with Ventas. A LC has responded to Ms. Bebo's claim in arbitration, denying the material al legations ofMs. Bebo's 
demand. ALC must submit i ts response to Ms. Bebo 's whistleb lower complaint to the Department of Labor by December 5,  
20 1 2  . A LC will  assert that Ms. Bebo 's complaint is without merit, and ALC will  vigorously defend against M s. Bebo's arbitration 
demand and the whi stleb1ower complaint. ALC detennined not to fi le a counterclaim in the arbitration, but retains the ab i l i ty to 
fi le claims against Ms. Bebo, including for matters relating to her conduct and perfonnance in her capacity as CEO of ALC. 

On June 29,  20 1 2  , a lawsuit captioned Laurie Bebo v. Assisted Living Concepts, Inc. was fi led in Waukesha County Circuit 
Court, State of Wisconsin. The lawsu it seeks ( I ) an order requiring ALC to produce certain company records prev iously requested 
by Ms. Bebo as a fanner director of ALC and (2 ) a judgment requiring ALC to indemnify Ms. Bebo for all expenses incurred in 
connection with the Company's internal investigation relating to the Ventas lease as wel l as to advance Ms. Bebo all expenses 
incurred by her in connection with this investigation. On October 1 9, 20 1 2  , the court granted A LC's motion to dismiss Ms. Bebo 's 
cl aim for access to company records and denied the motion to dismiss the claims for indemnificati on. ALC wil l  vigorously defend 
against Ms. Bebo 's claims. 

On August 2, 20 1 2 ,  ALC was infonned by the Un ited States Securities and Exchange Commissi on (the "SEC") that the SEC 
staff is conducting an investigation relating to A LC. As part ofthis investigation, the SEC issued a subpoena to A LC. The 
subpoena, subsequently withdrawn and rep laced by a new subpoena requesting additional infonnation, requires ALC to produce 

documents on a number of topics, including, among others, compliance with occupancy covenants in the now-superseded lease 
with Ventas Realty, Limited Partnership and leasing of units for employee use. ALC intends to cooperate fully with the SEC in its 
investigation. 

On August 29, 20 1 2, a putative securities class action lawsuit was fi led against ALC and Ms. Bebo on behalf of individuals 

and entities who allegedly purchased or otherwise acqu ired ALC's Class A Common Stock between March 1 2  , 20 1 1 and August 6, 
20 1 2  . The complaint, which has not yet been served on ALC, is  captioned Robert E. Lifson, In dividually and On Behalf of A ll 
Others Similarly Situa ted, v. Assisted Living Concepts, In c. and La urie A. Bebo, 2: 1 2-cv-00884, and was fi led in the United States 

District Court for the Eastern District ofWisconsin. The lawsuit seeks damages and other rel ief for alleged violations of Section 
1 O(b) of the Securities Act of 1 9  34, as amended, and Rule 1 Ob-5 promulgated thereunder. The al legations relate to disclosures made 
by ALC pertaining to ALC's tbnner lease with V entas Realty, Limited Partnership.  On or about October 1 9, 20 1 2  , Steve Pasek 
fi led a motion for appointment as lead plaint iff and approval of selection oflead counsel in this l itigation. A LC intends to 
v igorously defend itself against these clai ms. 
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CONRQENTlA L  REQUESTED 

Vlt\ 1:."--.M.td.J...l\ND HAND OCU VHltY 

I c; 

ROPES & GRAY Llf' 

WWW.ROPESGRAY.COM 

February 4, 2014 Asheesh Coel 

FO!i\ ·mcATMl1NT 

Scott B. Tandy, Senior Attorney 
U.S. Securities and Exchange Commic;sion 
Chicago Regional Office 
175 Wesl ]ackson Boulevard, Suite 900 
Chicago, IL 60604 

Dear Mr. Tandy: 

As you know, we represent Assisted Living Concepts, LLC. Pursuant to Section 4.3 of the 
SEC EnforcemeJ:\t Manual, consistent with ALCs desire to cooperate fuUy with your 
investiga tion referenced above and pursuant to the request made by the Staff of the 
Enforcement Division of the U.S. SecW'ities and Exchange Commission, ALC agrees to waive 
its attorney-client privilege wiU1 respect to certain limited communications, as follows: 

1) ALC agrees to waive its attorney-client privilege with respect to 
communications: 

a. occurring between December 1, 200!:! and Muy 8, 2013; 

b. between ALC directors or officers (" Executives"), on the one 
hand, <md ALC s legal cmrnscl, on the oU1er hand; 

c. involving advice that ALC Executives sought from uny of 
tho:;e lawyers; and 

Confidential Treatment Requested by Assisted Living Concepts, LLC 
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February 4, 2014 ROP ES & GRAY LLP - 2 ­

d. 	 that relate to (i) the leasing of units in Cam Vita facilities' to 
employees or others, including independent contractors, 
former employees, relatives of employees and friends of 
employees (collectively, "Employees"), (h1 whether 
Employees could be included as occupants for purposes of 
occupancy covenant calculations under the terms of the 
Amended and Restated Master Lease Agreement between 
and among Ventas Reallr, Limited Partnership and affiliates 
of ALC, dated January 1, 2008 (the ''Ventas Lease"), (ili1 
whether revenue associated with occupancy by Employees 
could be included in coverage ratio calculations under the 
Ventas Lease, or (iv) any disclosures ALC made or 
contemplated making in Commission filings regarding its 
compliance with the Ventas Lease covenants. 

2) 	 ALC further agrees to waive its attomey-dient privilege with 
respect to certain limited communications: 

a. 	 occurring between January 1, 2012 and March 14, 2013; 

b. 	 between ALC Executives, on the one hand, and AU:: s legal 
counsel, on the other hand; 

c. 	 involving advice that ALC Executives sought from any of 
those lawyers; and 

d. 	 that relate to disclosures or mntemplated disclosures 
regarding: (i) an internal investigation; (ii) whether ALC had 
any mateiial weaknesses or significant dÀ in its 
internal controls; or (iii) whether ALC needed to restate its 
financials. 

3) 	 ALC further agrees to waive its attomey<lient privilege with 
respect to certain limited communications: 

a. 	 between ALC Executives, on the one hand, and ALCs legal 
counsel, on the other hand; 

t The CaraVita facilities include Cara Vita Village, Greenwood Gardens, Highland Terrace, Peachtree 
Estates, Tara Plantation, The Inn at Seneca, The Sanctuary, and Winterville Retirement. 

Confid ential Treatn1ent Requested by Assisted Living Concepts, LLC 



r
,....._.,_· - ��--

February 4, 2014 ROPES & GRAY LLP - 3 ­

b. 	 involving advice that ALC Executives sought from any of 
those lawyers; and 

c. 	 that relate to ALCs response to a letter from the SEC's 

Division of Corporation Finance to ALC, datedjuly 21, 2011. 

We appredate the opportunity to assist the Staff in its investigation and look forward to 
continuing to work with you in a collaborative fashion. 

* 	 * .. .. 

Please be advised that this letter and the enclosed materials contain confidential, commercial, 
financia], or personal information, the disclosure of which would cause significant hann,
economic or otherwise, to ALC and its· affillates and employees. Pursuant to Rule 83 of the 
Commission's Rule on Information and Requests, 17 CF.R. § 200.83, we hereby request on 
behalf of ALC that this letter and the enclosed materials, and the contents of this letter and 
the enclosed materials, be accorded confidential treabnent and not be disclosed in response 
to any request under the Freedom of Information Act, 5 U.S.C. § 552. In order to ensure 
confidentiality of the enclosed materials, they have been clearly marked "Confidential 
Treatment Requested by Assisted Living Concepts, LLC.'' If this letter, the enclosed 
documents, or any of the contents of this letter or enclosed documents is the subject of a 
Freedom of Information Act request, please inform me and I will provide further 
substantiation of this request for confidential treabnent Finally, we request that these 
documents, as well as any copies made thereof, be returned to us, as counsel for ALC, upon 
oooclu&ion of the Commission's examination 

Best regards, 

Asheesh Goel 

cc: 	 FOIA Office 
100 F Street NE, Mail Stop 2736 
Washington, DC 20549 
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May .  7. 20  1 2  3 :  2 9 PM 

MlLBANK, TWEED, HADLEY & M÷CLOY LLP 
1 CHAS:£ MANHATTAN FLAZA 

LOS ANGELES 
113 ·892·4000 

'PAX: 2.1 3-629·5063 

Wi\SlHNGTON, D.C. 
202-83.5-7.500 

Ffo..X: 202-83.5-7.586 

LONDON 
44•20-16 1 .5-3000 

FAX: 44-20-7615-3 100 

:FRANKFURT 
49-(0)69-71914-3400 

FAX: 49{0)69-'1 1914-JSQO 

MUNICH 
49-89-2$559-3 600 

PAX: 49-89-25'S'S9·l100 

Tho Audit Committee 
Assisted Living Concepts, Inc. 
W140 N8981 Lilly Road 
Meno monee Falls, WI 53051 

NEW YORl(, NY 10005-1413 

21 2·S30·SOOO 

PAX: 2 1  2·S30·S2l9 

MȒrk Mandel 
Puto;r

OIRllct OfAL NIJMDBR 
Tal: 212·530-$026 
l'u; 211-8224016 

ll·MAil.; mȓun4ei@ll'lllb>nk.eonl 

May 6, 2012 

Attention: Malen S. Ng, Chair of Audit Commit too 

Dear Ms. Ng: 

No .  1 1  23  P. 2 

BE1JJNG 
861 0-.5969-2700 

FAX: 86 10-.5969-1707 

HONG KONG 
8$2·2971-4188 

PAX: 8$2-2840·0792 

SINGAPORE 
6S·6'128-1AOD 

fAX: 6$·6128·2300 

TOKYO 
813-.5410-2801 

FAX: 813-H I0-289 1 

SAO PAULO 
SS·II-3921-1100 

PAX: SS-1 1..J927-1777 

I nm delighted to conflnn the engagement (the of Milbank, 
Tweed, Hadley & McCloy LLP to represent the Audit Committee ofAssisted Living Concepts, 
lno. (the 11.Qtirot"). TI1is letter, :including the stondnrd Tetms of Engagemen t set forth in the 
Attachment hereto (which Is an integral part of this letter), sets forth our mutual agreement with 
respect to the Engagement und any pnd all ma1te1·s we may undertake on your behalf subsequent 
hereto. 

The Engagement will consist of our rendering oflegal services in coJmcction with 
an internal investiga tion reloting to the Client's louse with Ventas Realty, Limited Partnership, 

Our fees fur legal services are based predominantly on the time which we devote 
to our clients' matters. Our standard hourly billing rates currently range from $825 to $1, 140 for 
Partners, $795 to $995 fo r Of Counsel, $295 to $750 for Associates, and $ 1 3 0  to $290 for Legal 
Assistants. 
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Our statements will be rendered monthly Pnd upon completion of the Engagement 
and each subsequent Jepfesentation, describing in summary form the nature of the ser1'ices 
pcrfonned. 

; \ I ' . ς 
This letter shall be governed by and interpreted in accord anoe with the law of the 

State of New York. This Jetter constitutes tho entire agreement betweon us with respect to the 
$Ubj ect matter hereof and may not be modified except In a writing signed by each of us. 

We very much look forward to working with you in connection with tho 
Engagement, and to a productive and mutuully satisfactory relationship . I wollld appreciate your 
telephoning mo as soon as possible if you have any questions regarding the matters J"eferred to in 
this letter or any aspeot of the legnl services that we wi ll be performing. 

Very truly youts, 

?lf.J. ?f/� 
Mark Mandel 

By: 

13y: 

2 
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MILBANK, TWBBD, HADLBY & McCLOY l,J:,p (the nfirm") 

TBRMS OP BNGAGBMENT 

(please see th e /etrer to which theae Terms of Engagement are attached for deftMd tetms) 

The following 'erm& of eJlgagement will apply to any representaUon that the Flrrn 
undertakes on behalf of lhe CJient: 

1. 

The legal service& to be provided by the Firm will ʪnoompʫss all servrces normalty and 
reasonably associated with thla type or engagement which the Firm Js requested and able to provide end 
which are conalstenl with the Firm's elhloal obllgatlons. The Client aulhorJzes the Firm to take any and all 
aollon that the Firm deems advfaabte on the Crreot's behalf tn conneo11on wUh the l:ngagement. The 
Firm's advice ra llmlled to the law of the JurlsdlcUons In which Its Pariners are prrnolpally admitted Elnd 
licensed to praclfce, except as otherwise speclned to the Cllant. Aa Jegal oouneeJ, the Firm Is not rn a 
poalllon to, end lhe Client has not retained the Firm to. provide financial or aacounllng advice. 

The Firm Is being engaged only by lhe CJient. Wllh respect to the Cl lenl's subsfdla rtea, 
affiliated parties and officers. directors, shareholders, partners or olher equltyholders (oolrectlvely, 

It Is the understanding wnh the CUenl that the Firm Is not being asked to provide, and Will nol 
be providing, legal adVIce to, or establ ishing an attorney-client relationship wllh, any such Affiliate and will 
not be expected to do so unless lhe Firm has been asked and agreed �Jpeclflcally lo do eo. 
Representation of the Client wllr not give rise to any conHJot of Interest In the event lhal other cUents of the 
Firm are adverse to any such Affiliate. 

From time to time the Ffrm reassesses the ratas that are detailed In til e letter to whloh 
lhese Terms of Engagement are attached to aocount ror lnon;tases In coats, augmentation of the 
experience and abHlty of legal personnel, end other feotors, and lhus lhe Firm's ourren t rates may change 
and will be applied prospectiVely from the date of change. In addiUon to hourly rates. lhe Firm may, 1n 
consultation with the Client, take accounl or the types of services Involved; the s12:e, scope, comptexlly, 
and lime limitations Involved; lhe results obtained; and other relevant olroumetanoea permitted under 
appllcabfe elhloal rules. 

The Firm's statement& will cover, In addillon:to re E:!s for fegaJ·servlcee, office charges end 
oxpenaea In conneollon w1lh the provision of legal servfoee, such as telephone charges, duplloatlng, 
travel, dooument prep"rallon and secretarial charges. messenger and courier services, expenses 
associated With requrred overtime assistance and other srmllar chargae.- The Firm's Charges for these 
eervlces reflect the Firm's <iOSts, Including admlnlslra llve exp enses. Although word pro cessing, 
pltolocopylng and other servloes ere genelltlly performed In the Firm's offices, In ஋ome olroumstances the 
Firm will outeource such work to a third partyvendor; In those ctroume1ancea. the Ctrent will be billed the 
lnvoroed amount plus a chergo for administrative services. Where large expenses are anticipated, lhe 
Firm may ask for them to be paid dlrecUy by lh6 Client or for funds lo be advanced by the Client to cover 
them, If the Client requests copies of any relevant documents after the conclusion o lhe engagement, 
the Firm rnay charge the Client for the reasonabl e oosls of re1rlevlng doouments, whether fn paper or 
ereolronlc form, from thetr storage media and produolng them to the Cllen,. 

The Ffrm expects each stalemenl to be peld promptly upon presentation free of taxes 
and olher charges. If H becomes necessary for the FJrm to file suit or to engage ft cotlectlon agency for 
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the collectfon of fees or expenses, the Client shall pay, or reimburse lhe Firm oo demand for, all re lated 
coals and expenses, Including reesonable sltorneys• feea, 

,
U may be appropriate, with the Client's advance approval, to retain other counsel, and/or 

persons wnh special lralnlng or expertise to asafsl ln the rendiUon or legal services, such as accountants, 
economists or Investigators. Because of privileges that may apply to services Ihat an aUomey requeala 
from a third party, rt wiU often be advisable for lhe Ffrm directly to hire auch experts, Notwlthstandfng that 
the oontraotual relatfonshfp may be between euch expena a nd \he Firm, the Client agrees that ft will beŲr 
the responslblllly directly to pay the Invoices for the fees and expenses Jnourred by these persons. 

If a representation Involves IJtlgaUon, the Client may be required to pey the opposing 
party's lrh1l oosts. Such oosts may ln()lude fllfng feea, witness fees1 and fees for depositions and 

1documents used at trial. The Firm will not settle lltJgaled matters without the Cllen l B express consent. 
The Finn requires the Cllenl1s acUve parUclpalfon In aD phases of the caae. 

3. 

In an amount separately agreed and may require additional 
retainer 

Tha Firm may require as a condiUon or the representaUon the receipt of an lnlllal 
retain er/on account payment (a 

payments In oonnecUon with any addltfonal representation. The submission of each Invoice 
constitutes a request for payment and, upon transmittal or the lnvolƻ, \he Firm will draw upon the 
relevant Retainer (as may be supplemented from lime to time by supplemental relalners) In the amount of 
the Invoice. Wllhln five days of the Cllent's reoelpt of lhe lnvoloe, the Client shall wlra the Invoice amount 
to the Firm as replenishment of the relevant Retainer (and, If so agreed, a supplemental retainer amount), 
wllhout prejudice to the Client's rlghl to ad'llse the Firm of any d}ffllrences lhe CUent might ha'le With 
respect to suah lnvofoe. The Firm shall have fhe right to appfy π Retainer to any oulslandfng Invoice at all 
limes subject to, and wllhoul prSjudiC$ to, the Cfl enl's opportunity to r3vlew slstemSn•s. 

Th& Firm wishes to avoid any cfrcumslance In which the Client would regard lhe Firm's 
representation of another ollenl to be Inconsistent wnh the Firm's duties· to end understandings wflh·lhe 
CBent. The Ftrm employs over 500 euorneys worldwid e. and has a large and dlversrfled legal praotlce 
thet eneompasaes representation In lltlgallon and transacUonal maUera of many kinds of clients, Including 
commercial and Investm ent banks. private eqully and hedge funds, Insurance companies. commercial 
and Industrial companies and many other entitles, as well as IndiVIduals. Because of the geographic and 
substannve scope or tha Ffrm·e practice, Il ls likely that some of thtt Firm's cll&nts rnay now ot In iha ruture 
have Interests adVerse to the CUent and/or the Cllent1s Affiliates, Including In contract negotiations, debt 
r&struelurlngs and bankruploy proceedings and other legal proceedings. The Client consents and waives 
any obJeotJon to representation by lha Firm now or In tha future of any other client of lhe Firm In any 
matter 1hat Is not substanlJally related to lhe Firm's represanlallon of the Client In which the Client or any 
Affiliate of the CUent may have an Interest adverse to that of such other client; provided. however, that 
(1 ) the Firm will not accept suoh a representation It the Firm believes thet the exercJse of Its Independent 
profeaaronal judgment on beha1f of the Cllenl would be adversely affeoted thereby or If the Frrm does not 
believe lhal n will ba able to provide competent and dlllgent representation to the Client (as well es to any 
such other client) and {2) thls oonsent and waiver shall nol extend to litigation In whlch the Client Ia 
named as a party adverse to our other clients. The Firm will maintain all oonfldenllal lnfom'latlon gained 
by lt ln the course of Us represenlalfon ofthe Client In eooordanoe wllh applicable elhloal n,Jies and wlll, 
where appropriate to that end, estabUsh Internal procedures to ensure that such confldenllalfty will be 
ptvsetv'ed. 

The Client agrees that the Arm may aecure legal advice about compliance with laws or 
rules of professional conduct appHcable to lhe Firm In cormeollon with the· Firm's representation of the 
Client from lnternat or outside counsel. The Client oonsents to any conflict of Interest that might be 
deemed to arise out of any suoh consultations, waives and relinquishes any clelm releted thereto and 
agrees tl'lat evch consultations are protected from dlaofosure by \he ųlrm1s attomey-otlent priVIfege (and 

2
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Arbitration. 

Confldentlollty. 

Termination. 
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that tt will not seek to discover or Inquire Info thern). or course, nothing In the foregoing shall diminish or 
olherwJse உffecl our obffgatron under applicable elhloal rures to keep the Clklnl Informed of material 
developments In the Engagement, Including any eonctusrons arising out of such consultations to lha 
extent that they affect lhe Client's Interests. 

Firm may ourrenUy represent or may In the future be askad to represent other parties In Financial 
Restructuring Matters '" respect of entities In whroh the Client may have an Interest . 
object to the Firm's representatfons of other parties In respect of Financial Restructuring Matters relallng 
to such entitle&, Including parties who may have ot hold Interests that differ from or connrot wRh the 

Wllhout lfmlllng paragraph 4 above, the Client should understand that the Firm has a 
lerge end dlversfOed ffnanelal restructuring practice that encompasses the representation of domeslfc and 
International debtors, flnancfal lnstltullone, lender syndicates, public debt, trade and other �redftore. 
trustees and receivers, exa miners, committees of oredltora and equity securlly hofcfers, and entitles 
Interested In acquiring trou bled companies or their easele In connecllon wllh workou Ls and bankruptcy, 
Insolvency and reorganlzaHon matters (coiJecllvaly, Accordingly, 1he 

The Clfent will not 

Cllenl's lnrerests. If the Firm's representaUon of lhe Client Involves a Financial Realruoturlng Malter, the 
Ollent agrees thai thG Firm may resign the Engpgement If, In the Firm's professional Judgment, continuing 
the �ngpgement would tovolve a conflict wllh another cllent In connection wllh Financial Restructuring
Matters thai has not been or cannot be waiVed. If the Frrm seekS to be appointed as counsel to a 
comm lltee In any restructuring matter or bankrup tcy caae In which lhe Cllenl holds an Interest 
represented by lhe Firm, the Ollent consents to the Firm's withdrawal rrom the Engagement l r, In the 
Firm's professional judgment, such withdrawal Is required. In conneclron with a Flnanohtl Restructuring 
Mallet, the advice thஊt lha Firm may render to other cJJenta may differ from the advice provided to the 
C llent; and the Client agrees lhal the advice lhe Firm provldas lo the Client will not be disclosed to any 
thfrd p"rty or used rn any negotiation, lltlsE!tlon or adversary proceeding wllhout the Firm's express wrnten 
con$ent. · 

8, 

Th& Firm will be pleased to provide \he Client wtlh relevant Information If reques fed. 

For Gallfornla matter$: In the event of a dispute between the Firm and the Client 

For Ne w York mattsrs: The Firm Is required to ad1Jise the Client that should a dispute 
arise regEirdlng fees, the Client may be entitled to arbltretfon of that dispute under certain circumstances. 

regarding fees, costs. or both, such dispute shall be aubJeol to mandatory arbitration In accordance with 
ehe arbrtrallon provle{ons of the State Bar Act. CaiJiotnla Business and .Profetlslons Code §§ 6200, Mt 11eq. 

1. 

For the relationship between tlte Firm and the Clfenl to succeed, lt Is ess}mllal for the 
Cnenl to provide to the Arm all faclual lnformatton relevant and materfel to the subject matter of a 
representation. The Firm regards Its duty to preserve the confldentlal lnformaUon of a cuent v.1th the 
utmost serlousness. In tnstanoes In whloh the Firm represents e oorporellon, partnarshJp, or other legal 
enUty, the Flrm't reiPIIonshlp Is wllh. and hence this duty of oonfldenllallly Is owed to, 'he entity, and not 
lo the enlily's parent or Affiliates. The Client acl<noWledgea that the Firm, during the course of the Firm's 
represenlallon of1he Cllenl, will not be given any confldenUal lnformatlon reg'ardlng any of the Clfenl'e 
Affiliates. Of coul'8e, tn the absence of e conflfot. tfle Firm Is free to represent such other parsons or 
entitles, but wm not be deemed lo do so wUhout en express agreement to that effect. 

8ஈ 

The Client rs free to terminate 'he Frrm's representallon of the Client at any Urne. The 
Frrm Is enutled to wllhdraw from the representation subject to the obligation to give the Client reasonable 
notice and the saUefaotlon of other applicable ethical ruJas and any applicable rules of court. 

#14838-4968-?l l l  
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Notwithstanding any such termfnstton or wllhtlraƍl, the Client will remain liable lo pay an fees and office 
ohargEt& lnourred UP to tlw date of termlnallon or Withdrawal. 

Upon completion of a represenlatlon, the allomey·cllent relatlonshfp between the Ffrm 
and the Client will end unleaa lhe Flrm undertakes lo repreaenl lhe Cllenl on other matters. Unless the 
Client engages the Firm afler completion of a representEJUon to provide additional advice on Issues ariSing 
from such repreaentetlon, the Firm has no oontlnulng obngatlon to edvlse the cnent wtlh respect to future 
legal developments or other malrore relating to or affectfng such representatron. The Firm will maintain lls 
fllaa on a repreaenlaUon In accordance with Ita normal fl!a retentron poiJcy, but ahall have no further 
obligation to the Cllenl other then thĵe the Ffrm htJG to all former olfenfs under applicable ethlcel rulee. 
Upon request of the Client at any lime during or after a represeotallon, the Ffrm wfll return files In 
conneclfon wflh the representation to the ·CIIenl (subjecl, lo the extent permitted by applfoabte law. to the 
Flrm•s right to retain the same until payment to the Firm of t�nY balance due for fees and expensee), while 
reserving the right to make t�ncf retain ooples of such files at lhe Firm's expense. 

Those Terms or Engagement wm, excepl to the extent olherwlse agreed between the 
#lrm and the Client In wrltrn g, apply pending counters ignature or the attached letter and to any 
repi'Gsenretton undertaken by the Ffrm on the Client's befletf, lndudlna without limitation the provlsrons or 
paragraph 2 hereof relating to fees. paragraph 4 hereof refallng to certaln oonfilols, paragraph 6 hereof 
relating to erbitratlon and paragraph 8 hereof relallng to lhe Client's right to terminate. 

End of Terms of Engegement 

B. 

4 
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SECRETARY] 

UNITED STATES OF AMERICA 

Before the 


SECURITIES AND EXCHANGE COMMISSION 

RI;CEIVED 
MAR 0 3  20 15 

OFFICEOFTHEADMINISTRATIVE PROCEEDING 
File No. 3-16293 

In the Matter of 

CERTIFICATE OF COMPLIANCE WITH 
LAURIE BEBO, and SEC RULE OF PRACTICE 154(C) 
JOHN BUONO, CPA 

Respondents. 

I hereby certify that Respondent Laurie Bebo's Response to Milbank, Tweed, Hadley & 

McCloy LL P's Motion to Quash Respondent's Subpoena for Documents complies with the length 

limitation set forth in SEC Rule 1 54( c). According to the word processing system used to prepare 

this document, the brief contains 6,4 7 1  words . 

I further certify that Respondent Laurie Bebo's Response to Assisted Living Concept 

LLC's Motion to Quash or Modify Respondent's Subpoenas for Documents complies with the 

length limitation set forth in SEC Rule 1 54( c) . According to the word processing system used to 

prepare this document, the brief contains 4, 1 82 words . 

3 1  5042 12  



By: � 
Ry! 

 
 

 
 

 

Dated this 2nd day of March, 20 1 5  . 

3 1 504212 

REINHART BOERNER VAN DEUREN S.C. 
Counsel for Respondent Laurie Bebo 

IL State Bar No. :  
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Reinhart Boerner Van Deuren s.c. 
P.O. Box 2965 
Milwaukee, WI 53201-2965 

1 000 North Water Street 
Suite 1 700 Attorneys at Law 

March 2, 20 1 5  

Milwaukee, WI 53202 

Telephone: 4 1  4-298-1 000 
Facsimile: 41 4-298-8097 
Toll Free: 800-553-62 1 5  
reinhartlaw.com 

Ryan S. Stippich 
Direct Dial: 

DELIVERED BY COU RIER 

Brent J.  Fields, Secretary 
Office of the Secretary 

RF.CEIVED 

MAR 03  2015 
Securities and Exchange Commission 
1 00 F Street, N.E. 

OFFICE OF THE SECRETARY 

Washington, D.C. 20549 

Dear Mr. fields: Re: In the Matter of Laurie Bebo and John 
Buono, CPA 

3 1  507265 

Encs. 

AP File No. 3 - 1  6293 

I enclose for filing in the above-referenced matter an original and three copies of: 

I .  Respondent Laurie Bebo's Response to Milbank Tweed Hadley & McCloy LLP's 
Motion to Quash Respondent's Subpoena for Documents; 

2 .  Respondent Laurie Bebo's Response t o  Assisted Living Concepts, LLC's Motion to 
Quash or Modify Respondent's Subpoenas for Documents; 

3 .  A ffidavit of Ryan S .  Stippich; 

4. A Certi ficate of Compliance with SEC Rule of Practice 1 5  4(c); and 

5 .  Certificate of Service 

Thank you for your assistance. 

Milwaukee • Madison • Waukesha • Rockford, IL 

Ch icago, IL  • Phoenix, AZ • Denver, CO 



cc 

Brent J. Fields, Secretary 
March 2, 20 1 5  
Page 2 

The Honorable Cameron Elliot (w/encs. by e-mail and U. S.  mail) 
Patrick S. Coffey, Esq. (w/encs. by e-mail and U. S. mail) 

Benjamin J. Hanauer, Esq. (w/encs. by e-mail and U. S. mail) 
Scott B. Tandy, Esq. (w/encs. by e-mail and U. S. mail) 
Ms . Christina Zaroulis Milnor (w/encs. by e-mail only) 
Mark D. Villaverde, Esq. (w/encs . by e-mail and U.S. mail) 
Sunil V. Shenoi, Esq. (w/encs . by e-mail and U.S. mail) 


